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INTERNATIONAL DEVELOPMENT ASSOCIATION 


TUESDAY, MARCH 15, 1960 


Howser or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Suscommirrer No. 1, 
Washington, D.C. 


The subcommittee met at 10 a.m., Hon. Brent Spence (chairman of 
the subcommittee) presiding. 

Present: Representatives Spence, Brown, Multer, Vanik, Moorhead, 
Inouye, Kilburn, Widnall, and Mmes. Griffiths and Dwyer. 

(The text of H.R. 11001 is as follows:) 


[H.R. 11001, 86th Cong., 2d sess.] 


A BILL To provide for the participation of the United States in the International 
Development Association 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


SHORT TITLE 


Section 1. This Act may be cited as the “International Development Associa- 
tion Act”. 
ACCEPTANCE OF MEMBERSHIP 


Sec. 2. The President is hereby authorized to accept membership for the 
United States in the International Development Association (hereinafter re 
ferred to as the “Association’”’), provided for by the Articles of Agreement (here- 
inafter referred to as the “Articles”) of the Association deposited in the archives 
of the International Bank for Reconstruction and Development. 


GOVERNOR, EXECUTIVE DIKECTOR, AND ALTERNATES 


Sec. 3. The Governor and Executive director of the International Bank for 
Reconstruction and Development, and the alternate for each of them, appointed 
under section 3 of the Bretton Woods Agreements Act, as amended (22 U.S.C. 
286a), shall serve as Governor, Executive Director and alternates, respectively, 
of the Association. 


NATIONAL ADVISORY COUNCIL ON INTERNATIONAL MONETARY AND FINANCIAL 
PROBLEMS 


Sec. 4. The provisions of section 4 of the Bretton Woods Agreements Act, as 
amended (22 U.S.C. 286b), shall apply with respect to the Association to the 
same extent as with respect to the International Bank for Reconstruction and 
Development and the International Monetary Fund. Reports with respect to 
the Association under paragraphs (5) and (6) of subsection (b) of section 4 of 
said Act, as amended, shall be included in the first report made thereunder after 
the establishment of the Association and in each succeeding report. 


CERTAIN ACTS NOT TO BE TAKEN WITHOUT AUTHORIZATION 


Sec. 5. Unless Congress by law authorizes such action, neither the President 
nor any person or agency shall, on behalf of the United States, (a) subscribe 
to additional funds under article III, section 1, of the articles; (b) accept any 
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amendment under article IX of the articles; or (c) make a loan or provide 
other financing to the Association, except that loans or other financing may 
be provided to the Association by a United States agency created pursuant to 
an Act of Congress which is authorized by law to make loans or provide other 
financing to international organizations. 


DEPOSITORIES 


Sec. 6. Any Federal Reserve bank which is requested to do so by the Associa- 
tion shall act as its depository or as its fiscal agent, and the Board of Governors 
of the Federal Reserve System shall supervise and direct the carrying out of 
these functions by the Federal Reserve banks. 


PAYMENT OF SUBSCRIPTIONS 


Sec. 7. (a) There is hereby authorized to be appropriated, without fiscal year 
limitation, for the subscription of the United States to the Association, 
$320,290,000. 

(b) For the purpose of keeping to a minimum the cost to the United States 
of participation in the Association, the Secretary of the Treasury, after paying 
the requisite part of the subscription of the United States in the Association 
required to be made under the articles, is authorized and directed to issue 
special notes of the United States from time to time, at par, and to deliver such 
notes to the Association in exchange for dollars to the extent permitted by the 
articles. The special notes provided for in this subsection shall be issued under 
the authority and subject to the provisions of the Second Liberty Bond Act, as 
amended, and the purposes for which securities may be issued under that Act 
are extended to include the purposes for which special notes are authorized 
and directed to be issued under this subsection, but such notes shall bear no 
interest, shall be nonnegotiable, and shall be payable on demand of the Asso- 
ciation. The face amount of special notes issued to the Association under the 
authority of this subsection and outstanding at any one time shall not exceed, 
in the aggregate, the amount of the subscription of the United States actually 
paid to the Association under the articles. 

(c) Any payment made to the United States by the Association as a dis- 
a of net income shall be covered into the Treasury as a miscellaneous 
receipt. 

JURISDICTION AND VENUE OF ACTIONS 


Sec. 8. For the purpose of any action which may be brought within the United 
States, its possessions, or the Commonwealth of Puerto Rico, by or against the 
Association in accordance with the articles, the Association shall be deemed to be 
an inhabitant of the Federal judicial district in which its principal office in the 
United States is located, and any such action at law or in equity to which the 
Association shall be a party shall be deemed to arise under the laws of the 
United States, and the district courts of the United States shall have original 
jurisdiction of any such action. When the Association is a defendant in any such 
action, it may, at any time before the trial thereof, remove such action from a 
State court into the district court of the United States for he proper district by 
following the procedure for removal of causes otherwise provided by law. 


STATUS, IMMUNITIES, AND PRIVILEGES 


Sec. 9. The provisions of article VII, section 4(d), and article VIII, sections 2 
to 9, both inclusive, of the articles shall have full force and effect in the United 
States, its possessions, and the Commonwealth of Puerto Rico, upon acceptance 
of membership by the United States in, and the establishment of, the Association. 

Mr. Spence. The committee is meeting this morning to consider 
H.R. 11001, to provide for participation of the United States in the 
International Development Association, and our first witness is Secre- 
tary of the Treasury Anderson. 

Mr. Secretary, you may proceed, and we will see that you are not 
interrupted until you get through with your statement. Then you 
may subject yourself to interrogation. 
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STATEMENT OF HON. ROBERT B. ANDERSON, SECRETARY OF THE 
TREASURY 


Secretary Anpgerson. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, the bill before you 
authorizes the President to accept membership for the United States 
in the ni ge International Per teemnn Association. It would 
also give the necessary authorization, subject to later appropriation, 
of the funds necessary to pay the U.S. initial subscription. [ whole- 
heartedly support enactment of this bill. 

The Congress and the President have on many occasions expressed 
the great interest of the United States in the economic advancement 
of the less developed countries. In these countries there is a large 
and unsatisfied demand for the capital goods needed for the develop- 
ment of their resources and the effective utilization of their labor 
forces. These resources in the less developed countries of Asia, Africa, 
and Latin America cannot now be utilized effectively for lack of the 
capital equipment and industrial skill which would enable them to 
produce more efficiently. 

While economic progress in the less developed countries must come 
in large part from their own efforts, they need outside assistance in 
financing their imports of capital goods. With increasing produc- 
tivity they will be in a better position to utilize and mobilize their 
own resources. As President Eisenhower recently said in his state 
of the Union message, referring to the less developed countries, 
“These people, desperately hoping to lift themselves to decent levels 
of living, must not, by our neglect, be forced to seek help from, and 
finally become virtual satellites of, those who proclaim their hostility 
to freedom.” This means that the economically stronger countries of 
the free world must, individually and collectively, provide a share of 
the capital goods needed. 

The proposed International Development Association is intended to 
complement the development financing now provided by private inves- 
tors and national and international agencies providing capital to the 
less developed countries. It will not finance projects which can be 
undertaken by private investors on reasonable terms, or which should 
be financed by the International Bank or other conventional lending 
agencies under their usual terms. 

Our own Export-Import Bank has over the years loaned over $10 
billion, which have contributed enormously to economic advance 
abroad. The International Bank, maintained by its 68 member coun- 
tries, has provided over $4 billion in development loans. These two 
banks have represented a great advance in international financial re- 
lations. Their investments have not only paid off, in the sense that 
the borrowers have been able to meet interest and amortization, but 
in addition the banks have provided sound financing for some of the 
basic needs in terms of transportation, power, and communications. 
These investments have made possible as well the productive use of 
other equipment and the utilization of local resources. Their con- 
tribution to economic development is more than the record of dollars 
loaned and dollars repaid. 
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The terms of repayment and interest at which the Export-Import 
Bank and the International Bank can lend are determined in large 
art by the conditions under which the two banks obtain their funds 
or lending. The International Bank is now financed almost entirely 
by selling its securities in the financial markets of the United States 
and of the other industrialized countries. In making loans, the rate 
of interest charged must cover the Bank’s interest and administrative 
costs and provide reserves. The term of its loans must bear some 
fairly close relationship to the maturities at which the Bank itself bor- 
rows. Similarly, the Export-Import Bank, which secures its funds 
from the Treasury, must cover the cost of money to the Treasury as 
well as other costs, and also provide for reserves. 

To maintain their position as sound financial institutions, these 
banks make their loans only when there is reasonable prospect that 
the loans can be serviced at the terms which they can offer. They 
make loans for sound projects in countries.which can be expected to 
repay the loans in the currency loaned. The Export-Import Bank 
must be repaid in dollars, and the International Bank in dollars or 
other hard currency. These banks can meet the requirements of many 

rojects, but they cannot in practice deal with some important cases. 

ome countries are today in a balance-of-payments position which 
gives little prospect thta they could in the foreseeable future repay 
hard-currency loans. Many of the less developed countries have needs 
for capital in excess of their capacity to repay on the terms at which 
the banks can lend. The International Development Association has 
been proposed as one means of dealing with some of these problems. 

Undoubtedly, these factors were considered when the Senate, in 
July 1958, suggested that the National Advisory Council study the 
possibility of establishing an International Development Association, 
as an affiliate of the World Bank, to make loans for economic develop- 
ment which otherwise could not be made. The Council undertook 
this study and has submitted several reports to the Congress on the 
matter. The feasibility of an international agency of this sort de- 
pends in good part upon the willingness of other countries to con- 
tribute to its resources. In accordance with the President’s direction, 
we in the Treasury have held discussions with other countries which 
are in a position to make resources available, and we were so encour- 
aged by their responses that the Council, in the summer of 1959, sug- 
bats outlines of the project. In the fall, the United States intro- 

uced a resolution, which was unanimously adopted by the Board of 
Governors of the International Bank, calling upon the Executive 
Directors of the Bank to formulate articles of agreement for an In- 
ternational Development Association for submission to the member 
governments. The Directors completed their work on January 26, 
and their proposal has been put before you in the annex to the special 
report of the National Advisory Council. 

The International Development Association represents a forward- 
looking step in international cooperation within the free world. All 
the member countries of the International Bank are expected to con- 
tribute to its resources, but the bulk of its convertible currency assets 
is to be paid by 17 member countries which today are the more ad- 
vanced economically. I should like to stress the importance of this 
contribution by other countries. The United States is scheduled to 
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pay in $320 million of the initial subscriptions, while the other more 
developed countries are scheduled to provide $443 million. 

These 16 countries have recovered from the effects of the war; they 
have expanded their trade; and they have acquired adequate, or more 
than adequate, monetary reserves. They are in a position today to 
help the less developed countries. Hitherto, capital on flexible terms 
of repayment has been provided almost entirely by the United States 
through the Development Loan Fund. In the International Develop- 
ment Association, other countries will provide a larger share of the 
convertible currency resources than will the United States. These 
countries will include most of the Western European countries as 
well as Canada, Japan, Australia, and South Africa, countries which 
are also ina favorable position to provide funds. 

The International Development Association, it is hoped, will in- 
clude all of the members of the International Bank. ‘The countries 
which are most advanced economically—part I countries in sched- 
ule A of the articles—will make their payments entirely in gold or 
convertible currencies which the International Development Asso- 
ciation may use for purchases in any country. The less developed 
countries, on the other hand, will pay 10 percent of their subscription 
in convertible currencies and the balance in their national currencies. 
They will participate to this extent as contributors of resources as 
well as borrowers. The International Development Association may 
thus have in a 5-year period at its disposal some $785 million in freely 
convertible currencies from which it may make loans. The national 
currency contributed in its subscription by a less developed country 
will be usable to defray local-currency costs on projects in that coun- 
try and may be used for exports for International Development Asso- 
ciation-financed projects in other countries only with its consent. 
This provision appears reasonable. The less developed countries, 
which are expected to receive loans from the IDA, are not generally 
iN a position to provide net resources for use in other countries. There 
will be, however, some occasions in which they can supply goods 
needed at reasonable cost, and in these instances their national-currency 
subscriptions can be used elsewhere on IDA projects by agreement. 

The articles of agreement allow the Executive Directors a great 
deal of flexibility in setting the terms and conditions of the loans. 
The IDA will be empowered to make loans wholly or partly repay- 
able in the borrower's own currency. It will also be empowered to 
make loans repayable in hard currencies, but with longer maturities 
than are possible for International Bank loans in view of the Bank’s 
own financing conditions. Loans may be made at rates of interest 
which will be below the rate on Bank loans. In short, it must be under- 
stood that the International Development Association is to make loans 
which will bear less heavily on the balances of payments of the bor- 
rowing countries than loans of the type now made by the Inter- 
national Bank or the Export-Import Bank. This, indeed, is the 
purpose of an International Development Association. 

The IDA articles specify that it will not provide financing when 
it is available from private sources on reasonable terms for the re- 
cipient or could be provided by a loan of the type made by the Bank. 

The effect on the balances of payments of the borrowing countries 
will vary somewhat, depending upon the policy which the IDA 
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evolves within the flexibility as to terms of loans that is provided by 
the articles. Long schedules of amortization or lower interests rates 
enable countries to pay off hard-currency loans at a lower annual cost. 
When the repayment is made in local currencies, there is, of course, no 
burden on the balance of payments of the borrower. By these methods 
the developing countries will be able to obtain more finance than they 
could otherwise obtain. Their economic development will be accel- 
erated, and in time they can be expected to become more self-sustain- 
ing and sounder risks for more conventional financing and be able 
to attract more private capital investment. 

It will be apparent at once from the terms of its loans that the 
original resources of IDA will not revolve in the same way as the 
resources of the Internationa] Bank or the Export-Import Bank, 
whose loans are repaid in the currency loaned at maturities corre- 
sponding approximately to their own borrowings. 

In the IDA, the longer the term of loans, the more slowly the re- 
sources will revolve. The larger the percentage of the loans made 
repayable in borrower currencies, the less prospect there is that the 
repayments to IDA will be in currencies which can be re-lent for new 
projects in other countries. It is therefore evident that if the IDA 
is to continue its work over a long period of time, its hard-currency 
resources will need replenishment from time to time. 

The articles provide that the member countries, by a two-thirds 
majority of the total voting power, may increase the resources by 
providing for additional subscriptions. The terms of any such addi- 
tional subscriptions will have to be determined at the time, and there 
is provision for a review of the adequacy of IDA’s resources at 5-year 
intervals. This problem should be noted, because it points to the like- 
lihood that, if IDA’s operation is successful, requests for additional 
congressional authorizations may be made in future years. I should 
like to point out that the United States is not obligated under the 
articles to subscribe additional] resources, unless it wishes to do so, 
even if they are authorized by an IDA resolution, and that the bill be- 
fore you expressly provides that additional resources may not be sub- 
scribed by the United States under this provision without congres- 
sional authorization. It should also be noted that any resolution to 
provide additional resources requires a two-thirds majority of the 
total voting power, and the United States alone has approximately 28 
percent of the votes. 

The articles of IDA also provide arrangements whereby the United 
States can make some of its holdings of foreign currencies available 
to IDA for development projects. The Association may make ar- 
rangements with member countries to receive currencies of another 
country to be used as supplementary resources, when the Association 
is satisfied that the member whose currency is involved agrees to such 
use of its currency. 

The United States, under the Agricultural Trade Development and 
Assistance Act of 1954, as amended, has acquired considerable 
amounts of the currencies of the less gr se countries and will 
continue to acquire such amounts annually as long as this program is 


in effect. Up to the present, a large portion of the local-currency 
receipts from our sales of surplus agricultural commodities is ear- 
marked for loans for economic development to the country concerned. 
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With IDA in existence, it will be possible to channel part of these 
local currencies to it to be used in defraying local costs on projects 
whose foreign exchange is otherwise financed, or for use in projects 
requiring local currencies wholly or in major part. 

The arrangements for the use of local currencies which the United 
States might provide for IDA will be worked out in individual cases. 
To use local currencies effectively for advancing economic develop- 
ment, there will have to be a coincidence of the need for a currency 
by IDA and its availability to the United States for transfer to 
IDA. Many of these currencies are those of countries which need 
additional external resources and are themselves rarely in the po- 
sition of offering assistance to other countries. There will be some 
cases, however, in which these currencies will be usable for exports. 
But the agreement of the country is necessary for such use by IDA, 
and in many cases these countries may prefer to sell their exports 
on world markets for foreign exchange rather than to make them 
available to IDA against payment in their own currency. 

In order to transfer to the International Development Association 
local currencies received in payment for our surplus agricultural 
products, the agreement of the purchasing country will, of course, 
have to be secured through the sales agreement. By agreement in 
future sales contracts, these resources can be made available in part 
to IDA. 

While IDA is to be created as a separate financial entity, it is to 
be an affiliate of the International Bank. The President of the Bank 
will be, ex officio, President of IDA and will be responsible for its 
administration. The Executive Directors of the Bank repressenting 
the countries which are members of IDA will function as the Execu- 
tive Directors of IDA. To the greatest extent possible, IDA will 
utilize the Bank’s existing officers and staff, so that a large new or- 
ganization will not be created. In brief, IDA will be administered 
very closely in conjunction with the International Bank’s operations. 
Its activities will complement the Bank’s, and it will enjoy the ad- 
vantages of the Bank’s prudent management. 

It is our view that the operations of IDA will not conflict with the 
operations of the International Bank or the Export-Import Bank 
or the private-capital market, since IDA will not make loans to 
countries or for projects which should properly be financed by these 
banks or the private-capital market. The size of IDA in comparison 
with the bank, in itself, will mean that the resources of IDA will have 
to be reserved for those priority projects which cannot be financed on 
more conventional banking terms but will make a significant con- 
tribution to economic development. The possibility of “bad loans 
driving out good” has been recognized and will be avoided by care- 
ful use of the limited resources of IDA and good judgment on the 
part of its management. 

Closely related is the question of our own Development Loan Fund, 
which was created by the Congress to make loans on terms which also 
do not impose too heavy a burden on the balance of payments of the 
borrower. The DLF makes its loans only when a given project can- 
not be financed under the usual terms by the private market, the 
ne a Bank, or the International Bank. IDA and the De- 
velopment Loan Fund will have somewhat similar functions. The 
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important difference is that the DLF is a purely U.S. institution. 
It operates under the foreign policy guidance of the Secretary of 
State, and its board of directors includes the Under Secretary of 
State, as well as other officials of the Government. The DLF re- 
sources are provided entirely by the United States through appropria- 
tions made by the Congress. In IDA on the other hand, the United 
States will provide only about one-third of the total resources, while 
the other economically advanced countries of the world will provide 
considerably more than the United States. This, we believe, is an 
important step in giving due weight to the economic strength of other 
countries and their interest in assisting economic development. The 
extent to which IDA is to finance a project, or the DLF is to finance 
a project, or whether IDA would participate in combined efforts with 
other lending agencies, would depend in large part on the nature of 
the project and other considerations which may be relevant at the 
time. 

It will be necessary to have appropriate coordination of the U.S. 
representatives in IDA with U.S. lending agencies. The National 
Advisory Council] on International Monetary and Financial Problems 
was established by the Congress to coordinate the activities of the U.S. 
representatives on the International Bank and the International 
Monetary Fund with the activities of the Export-Import Bank and 
other agencies of the United States engaged in foreign lending and 
exchange transactions. ‘The Council has now for a period of 14 years 
coordinated these activities by reviewing general policies and passing 
on particular transactions. It has advised the U.S. Governor and the 
U.S. Executive Director of the Bank on matters of policy in its opera- 
tions. By the charter of IDA, these officials will serve in the same 
capacity, ex ofliciis, as they do in the Bank. The enabling legislation 
for IDA provides that similar coordination will be assured with the 
new institution. 

It should be noted also that the U.S. Executive Director of the 
International Bank, who will represent us in the day-to-day operations 
of the IDA, is also a member of the Board of the Development Loan 
Fund, which will be a further assurance of harmonious operation and 
cooperation. 

The enabling legislation, which you are considering, also provides 
that IDA be granted privileges and immunities in the United States 
in the same way as the Bretton Woods Agreements Act has provided 
these privileges for the International Bank. The terms are identical, 
and they have created no problem as far as the International Bank 
is concerned, and they need create no problem with regard to IDA. 

The legislation also contains the authorization of the appropriation 
of $320,290,000, which will be our subscription in IDA. I recommend 
that this authorization of appropriations be made at this time, though 
it will be necessary to appropriate only $73,666,700 for the fiscal year 
1961. This amount represents the portions of our subscription which 
will fall due in fiscal 1961. In the following 4 fiscal years the appro- 
priations required to meet our obligations will in each year amount to 
$61,655,825. 

The President has urged the Congress to act promptly in passing 
this authorizing legislation. The International Development Asso- 
ciation was proposed by the United States, and, to maintain our posi- 
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tion of leadership, it is necessary for us to proceed firmly. If we do 
so, we may well expect that other countries will adopt the necessa 
legislation for their acceptance of the IDA agreement. They wi 
have until December 31, 1960, to take the necessary steps, though, if 
necessary, this time can be extended for an additional 6 months. The 
articles will not become effective until countries providing 65 percent 
of the total subscription will have accepted the articles of agreement. 
This requirement is an analogous to the procedure used in the recent 
increase in the capital of the International Bank. The agreement 
cannot become effective before September 15, 1960, but it will become: 
effective any day after that time, when 33 percent of the total sub- 
scriptions is obtained from other countries, provided the United 
States, with 32 percent of the total, has deposited its instrument of 
acceptance before that date. 

The IDA inaugurates a new phase in international financial help 
for the less developed countries. We have recognized their need. We 
have recognized that many of them cannot develop their economies 
effectively unless they can obtain capital on terms which bear less 
heavily on their economies than the types of loans which are now 
available. In this cooperative venture, other countries will join with 
us. We feel that the economic development of the less developed 
countries must go on at a more rapid pace. This will be a source of 
hope to the peoples in these countries. It will serve to advance their 
economic life under free institutions, which we all desire. It is up 
to the United States to take the initial steps to bring this venture into 
active operation. 

Mr. * aoay Mr. Secretary, do you believe the International De- 
velopment Association would be in a position to more advantageously 
dispose of the soft currencies obtained than the Development Loan 
Fund? In other words, wouldn’t a banking institution be in a posi- 
tion to dispose of these soft currencies we receive more advantageously 
than an organization not organized for that purpose ¢ 

Secretary Anperson. Mr. Chairman, we think there will always be 
a requirement for some purely national institutions that have in mind 
not only economic considerations but considerations of our own na- 
tional interest. 

On the other hand, I think it is unquestioned that the activities of 
the World Bank have been of the highest character. It is our belief 
that, to the extent that we can funnel soft currencies through the 
mechanisms of the World Bank and use them in bringing into exist- 
ence marginal peciects which might not otherwise be financed, one 
of the best possible uses of the funds can be made. 

Mr. Spence. Don’t you think that the participation of other na- 
tions in this organization will not only save us expense but will add 
to the effectiveness of the use of the funds because the nations who 
are neighbors of the borrowers have an interest. in the Association, 
they are all engaged in the loans, and they will all be interested in 
proper expenditure of the funds that are advanced ¢ 

Secretary Anperson. I think there are a number of advantages, 
Mr. Chairman. 

In the first place, it seems to me highly important that countries 
other than the United States assume a part of the responsibility of 
providing funds on terms that are not always those arrived at by 
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agreements between borrowers and lenders of the type that is custo- 
mary in the conventional institutions. Up until now the United 
States has been providing about the only loans of this type that were 
available in the world. 

I think, also, it is important for us to remember that even those 
countries which are the borrowing countries are going to be putting 
in 10 percent of their subscription in hard, convertible currencies. 
This, it seems to me, will give a sense of fiscal discipline, because all 
of them will be looking at the fund thinking in terms that, when these 
hard resources have been exhausted, the borrowers as well as the 
lenders have to be putting back some hard currencies in order to main- 
tain the activities of the International Development Association. 

Now, it seems that from both standpoints much is to be gained by 
this International Development Association. 

Mr. Spence. Mr. Secretary, Mr. Patman has submitted a number 
of questions which he wishes you to answer for the record. You don’t 
have to answer them at this time, but I have told him I would submit 
them to you and that they would be incorporated in the record. 

Secretary ANpgrson. We shall be glad to supply the answers, Mr. 
Chairman. 


(Mr. Patman’s questions, together with the responses prepared by 
the Treasury Department, are as follows :) 


(1) Please name the different agencies which are making loans or grants to 
foreign countries now. 

There are five major agencies which are involved in the financing of economic 
development abroad, and a sixth agency in this field is about to commence 
operations. These agencies are the Export-Import Bank, the Development Loan 
Fund, the International Cooperation Administration, the International Bank for 
Reconstruction and Development, and the International Finance Corporation. 
The Inter-American Development Bank is about to commence operations. This 
list includes only those major agencies which have a principal role in providing 
capital for oversea economic development. Several other agencies in the inter- 
national field are engaged in what is more properly described as technical as- 
sistance, and are therefore excluded from this list. 

(2) Which of the agencies making loans or grants to foreign countries are 
operating exclusively on contributions by the U.S. Government, and which are 
operating on contributions by other foreign governments as well? 

The Export-Import Bank, the Development Loan Fund, and the International 

‘Cooperation Administration are agencies of the United States and operate exclu- 
sively with funds provided by the U.S. Government. Portions of the local cur- 
rency proceeds of sales of agricultural surplus commodities under Public Law 
480 are lent to the countries purchasing these commodities by the International 
Cooperation Administration of the Department of State or by the Development 
Loan Fund for economic development purposes. Portions of these currencies 
are also lent by the Export-Import Bank to American firms, or their affiliates 
abroad, or to foreign firms for increasing the consumption of or markets for 
U.S. agricultural commodities. 
*. The International Bank for Reconstruction and Development, the Interna- 
tional Finance Corporation, and the new Inter-American Development Bank are 
international agencies which operate with funds subscribed in part by the United 
‘States and in part by the other member countries. u 

(3) Please provide a statement showing the amount of Government funds 
authorized or subscribed to each of the international lending agencies and show- 
ing. also the amounts actually paid in to these agencies, 

The International Bank for Reconstruction and Development now has an 
authorized capital of $21 billion. As of December 31, 1959, the 68 member coun- 
‘tries had subseribed $18.6 billion. The U.S. capital subscription is $6,350 million, 
sof which $635. million has actually been paid in. 
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The International Finance Corporation has an authorized capital of $100 
million. As of December 31, 1959, the 58 member countries had subscribed 
$95.4 million. The U.S. capital subscription is $35.2 million, all of which has 
been paid in. 

The Inter-American Development Bank has total resources of approximately 
$1 billion, which are now in the process of being called for payment. The 
scheduled U.S. participation in the Bank’s resources is $450 million, of which 
$250 million is to be paid in. 

(4) Please provide a statement showing for each of the agencies making 
foreign loans or grants the amount of loans or grants which have been authorized 
for each country, and also the amount which has actually been disbursed by 
each agency for each country. 


Taste 1.—Foreign grants and credits extended by the U.S. Government, the 
International Bank, and the International Finance Corporation through June 
80, 1959 


{In millions ot dollars or equivalent] 
























































U.S. Government ! International 
International Finance 
Bank credits Corporation 
Credits investments 
Grants 
util- 
ized 2 Net Dis- Net Dis- Net Dis- 
author-| bursed | author-| bursed | author-| bursed 
ized ized ized 
Patel, OB WONG sini cccncwewnclhyeccesmenneneen 61,007 | 19,831 | 16,720 | 4,426 | 3,377 20 10 
Military supplies and services_.........-- hE RS, SAEs REL SE) Sa 
Nonmilitary assistance...............-.-.. 36, 218 | 19,831 | 16, 7: SOR Date Becks incdlicndqcccu 
Total, Mate. 2.4 .cccwonccttivescecscoessccoss 40, 251 | 11,040 | 10,293 | 1,618 | 1,325 |..--..-]..._.._- 
Total, Western Europe......-..-.---------.-- 39, 179 | 10,852 | 10,120 | 1,618 | 1,325 |....-._-}-______- 
Military supplies and services_..........- Mf ee GE Ae SS: eo: Les 
Nonmilitary assistance............-......- 21, 722 | 10,852 | 10,120 | 1,618 4 ASC CRSA > ae 
DR ak ct cccanioeewsewkusnneand 1, 092 99 59 91 SR ae ME 
Belgium and Luxembourg. ---.-.....- 583 238 238 173 7 EMMI eee 
pO SS ea eee 248 57 57 60 Yl ARS, Aa ii 
PREG. dcdtkcowectdteoeennsadevene 4 174 166 102 __ - Rane OF 
PUR i ho ce aceccciansodcucnoaddpaes 4,366 | 2,176 | 2,126 302 + A, Ce SPO 
REET CW OID) . nc cncctercaniccene 3, 876 356 ye ee ee eee Cea 
PRS cp cta tetas avannsécadddnecwacd 1, 396 200 |S RRR ER MA AEE 
TN ie oc sadn atdnackavedawatbaned 30 26 21 6 GO Taccaudeeioacdasne 
 sictbnthnckencennetotianmea cece 18 128 A re Sari | ES 
Italy (including Trieste). ...--..--..- 2, 751 614 555 258 2 ARs, 6 ee 
INGUIMPIMIGE, <n ccdccmncaccwousdcen 894 428 425 236 ye RS aa 
PROG  cdthdiccddebduhinnawibetanacen 239 135 135 75 OB oacteeadkupednen 
POTUUIBRL. ood ncncnwedeec ccna ciccceses 26 58 BS fedinnnensladucdacibitenghanitentnadins 
CORI ir dincks Sdimnnnapceccncndvanwseein 386 393 EE se ee 
BPE cnc cdiedibannn as ccqusnteccsan 87 28 2) SR SEES rie eg. * SEN 
NE aol via bi nica dapedinntha 633 270 205 61 ) Se. ta bee 
United Kingdom_-.......-...-.------ 3,798 | 4,906 | 4,905 193 ||) ee. 
i... ee ee 842 331 186 61 9 eae RES 
European Atomic Energy Com- 
NED ods ukabegidhsccenndorinanesshins dade BR ivatinntndendnvishieusdscapees emacs 
European Coal and Steel Commun- 
LE RS EERE RE re ARES ST PSA 100 BED Pieadusicghvsnrnescleddepebawaaai 
Other and unspecified Western Europe BD Be. .cccuctsnnsanabivensicalseatiesdiasmticuiedaddn 
Total, other Europe (nonmilitary 
GIUII «6 ovo Sit ncn cncsadessnes 1,072 188 : | REE POE Peek. )-. SFE 
DINER aGnkvinidbhccctusondnaces DE Sivcsncdulintennacinbass<ca}eccsutestesmeeaeabes 
Czechoslovakia............-.--------- 186 30 RR Se Ty! eR Ps 
ee | peepee SRR SR SS Ree. aie ih LAE OR 
RT el cb tata yeienccencccccbucepen 16 16 Mi fukdsvevnloantousalnesibaedlienowedon 
PUN Ai ie wad icwntincnodinapecrdee 368 142 BE is cocsuthiduba beck peeteatbedbetal 
3 SS eee EE Fs ET Po) FRE PSR, RRR RE TEAE Oe. Da a 
I a Shines dcacscuekusteioudas 17,209 | 4,360 | 2,927 1,298 861 rE Aammre Oo 


























See footnotes at end of table. 
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Taste 1.—Foreign grants and credits extended by the U.S. Government, the 
International Bank, and the International Finance Corporation through June 
30, 1959—Continued 




















Yemen ...---------------------------- 
Other and unspecified Asia-..------.- 


Total, Latin America.- ---------------------- 


Military supplies and services-----.------ 
Nonmilitary assistance------------------- 


PANES... occ casnsesonpencvosa~- 
ienenanenal Organizations in Latin 


See footnotes at end of table. 














U.S. Government ! International 
International Finance 
Bank credits Corporation 
Credits investments 
Grants ds 
util- 
ized 2 Net Dis- Net Dis- Net Dis- 
author-| bursed | author-| bursed | author-| bursed 
ized ized ized 
—————_—_ 
i supplies and services--....--.--- i ES Pee eae) anes Aenea (ee eam 
iieeagieny eomatenee...........----. 10, 643 | 4,360 | 2, 027°| i208 | “861 Phi... 
Afghanistan.-.---.-.-..-------------- 35 52 50 |--------]--------|--------]-------- 
a ERE AE ST 1 i (6 SSR IeneasneN Kepeoee SReREREN 
EE hehe a wise se pitnmamianiaawals B - 73 13 19 | Pye a 
ambodia----------------------------} 146 |------.-|------.-|----- ~=- |--------]|------ 
aa St INTL ON A 27 8 3 25 f ete ean 
China-Taiwan..-......-.....-.....-. 1, 449 394 361 |.-- ae) eee eee 
Na A I 356 | 1,222 495 532 | 429 “} Bega 
Indochina (unspecified) -----.-.------ hE eee ~-+---|---~----|--------]--------]-------- 
Indonesia Ae See Sr * Se 149 292 177 aa = 3 eee Ae 
a eT ASTM ST ae 27 196 150 147 75 | (3) 
oS LE COTES ELS: SS 18 ; : 6 He Sie 
Se aR ee 297 326 273 ae OE A . 
TEES RIE 2,250} 1,003] 931 254 174 
Jordan .--..------------- waeeen------- 137 1 wn ao ~|annannn-|----=-- - 
rine (OO) oS... oc -0----225~5--.- 2, 441 32 26 onfsesenenelsanvicisiild 
L908. ..--------200---o-eneneeena 179 |.-------].------ “og fog pop 
Lebanon -...------------------------- 60 |----- ONS puewasaee, 27 6 }...-4-.-}.--.-.- 
Moalays.--_----------------5-+------- P 20 |.------ 36 @) | .-------]-------- 
Sgt RRR COD 425| 285 | 151 | 126 87 yea 
Philippines 9 wee ee eee wees ee eens eece= 845 282 177 19 13 eee 
Ryukyu Islands.--------------------- 234 |-------.|.-------|-------. |-----+--]--------|------- 
Saudi Arabia------------------------- 5 32 32 |-----. Sep cks pin ackaie- 
i RE TEE di 149 72 21 107 48} (3) |...-- 
Trust Territory of the Pacific Islands_ 48 }-.----..|....-...].....-..]-.-.-...].-.5.--.]--,.2.-. 
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TaBLE 1—Foreign grants and credits extended by the U.S. Government, the 
International Bank, and the International Finance Corporation through June 
30, 1959—Continued 


[In millions of dollars or equivalent] 








U.S. Government ! International 
International Finance 
Bank credits Corporation 
Credits investments 
Grants 
util- 





ized 2 Net Dis- Net Dis- Net Dis- 
author-} bursed | author-| bursed | author-} bursed 








ized ized ized 

Total, Africa (nonmilitary assistance) -.-...--.- 297 475 355 260 gS ee Os, Ee 
Nr FE ANN sa occ c edn Soncaccis 4 2 : ¢ AER SP ee FE 4 eee 
Ethiopia, Eritres.............s....... 27 32 14 24 | 2 SRR ES Ele 
French Equatorial Africa-.-.....-..-|.------- 4 EAE ESSE EE RE 
PRE cutdeeedokdecdulessdndnadtuans 
DEE 2. cachtnadtiinndaodadunasacceieres 
NE ae Le ee 


Rhodesia and Nyasaland __.--..------ 
Somaliland Trust Territory 
CN: ot . ctendeSicnckehtnwwen ones 
Tunisia 



































Total, Occania (nonmilitary assistance) -...-.- 15 43 42 318 318 1 1 

SF ee oe 13 22 22 318 318 1 1 

NEY IIL, ccieba dadiindhdawentinatenen 18 gt AE | CES LO es ee 

NN Sothink d buh ccipetdownc waketeacnateintete 3 ih APR OE a RE SE - ee 

ee RSE ATE SE a, Me ee i ee. MO ML EE OLS RY Hates fe 

Military supplies and services_.__......-- Gi. cide anlrdatesaiie beigddigadobowdaapien eadica ten sen diel 

Nonmilitary assistance.................-.]-------- 196 SS Se I SS ee 

Other international organizations and un- 

SHOCIMEG, All STORG, < cine nsaciepeictapeiapad 2, 020 65 OP Fite wake luath sduatedhscheqhccdiinae 

Military supplies and services..........-. i ROTTS, eR, Ee Eres Se LAS ES Ae 
Nonmilitary assistance.___...........-.-. 1, 768 65 65 


























1 Credits do not include $2,257,000,000 representing settlements for postwar relief and other grants under 
agreements. Grants have not been adjusted for any part of these settlements. Grants utilized and credits 
disbursed do not include the $2,120,000,000 of net short-term assistance representing the proceeds from the 
sale of agricultural commodities (under the Agricultural Trade Development and Assistance Act of 1954 
(Public Law 83-480, as amended) and sec. 402 of the Mutual Security Act of 1954 (Public Law 83-665, as 
amended)) which had not been utilized through June 30, 1959, for foreign credits or grants or for U.S. Gov- 
ernment uses. 

2 Geographical breakdown of military aid follows grouping established by the Mutual Security Act of 
1954, Public Law 83-665, as amended. 

3 Less than $500,000. 


Norte.—Detail may not add to totals because of rounding. Data cover Export-Import Bank credits 
beginning Feb. 12, 1934, other U.S. Government credits beginning July 1, 1940, and U.S. Government 
grants, IBRD credits, and IFC investments in the postwar period July 1, 1945-June 30, 1959. U.S. Gov- 
ernment credits disbursed include goods transferred and services rendered as well as cash disbursements 
of dollars and foreign currency. 


Sources: U.S. Government based on data published by the Department of Commerce in the June 1959 
quarter issue of ‘‘Foreign Grants and Credits by the United States Government.”’ International based 
on annual reports of the International Bank and the Internationa] Finance Corporation. 
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(5) For each of the agencies making foreign loans or grants, please state 
which countries are qualified to receive loans or grants from each of these 
agencies, 

‘The Export-Import Bank Act of 1945, as amended, which is the basic statute 
under which the Export-Import Bank conducts its principal activities does not 
limit the geographic scope of lending by the institution. 

Title 11 of chapter 2 of the Mutual Security Act of 1954, as amended, which 
is the basic legislation governing the operations of the Development Loan Fund 
does not impose a geographical limit on lending by the Development Loan Fund. 

The Mutual Security Act of 1954, as amended, which is the basic statutory 
authority under which the International Cooperation Administration carries 
on its activities, in general, limits the geographic scope of the International 
Cooperation Administration’s grant and loan programs to “other free nations 
and peoples,” although certain funds are earmarked for specified countries or 
areas. Two programs operated by the International Cooperation Administra- 
tion, the investment guarantees and technical cooperation programs, are limited 
by the statute to “economically underdeveloped areas.’ During the congres- 
sional presentation, geographic and functional breakdowns of programs are pre- 
sented to the Congress even though no comparable allocation appears in the 
statute. 

Loans and grants under the Public Law 480 program are made in “friendly 
nations,” usually those which have acquired the surplus agricultural commod- 
ities provided under the Public Law 480 program. 

The Export-Import Bank, the Development Loan Fund, and the Interna- 
tional Cooperation Administration, as U.S. agencies, are subject to the provisions 
of the Battle Act, which prohibits U.S. Government assistance to any country 
which knowingly ships specific types of strategic items to “any nation or com- 
bination of nations threatening the security of the United States including the 
Union of Soviet Socialist Republics, or countries under its domination.” The act 
provides for Presidential exceptions in certain circumstances to authorize the 
continuation of assistance to a friendly country notwithstanding its shipment of 
some types of strategic materials to the Soviet bloc. 

The articles of agreement of the International Bank for Reconstruction and 
Development specify that loans may be made to, or in the territories of, any 
minember government of the Bank. 

The articles of agreement of the International Finance Corporation specify 
that investments by the Corporation may be made in any member country but 
provide that particular emphasis be given to less-developed «reas. 

The agreement establishing the Inter-American Development Bank provides 
that its purpose is to contribute to the acceleration of the process of economic 
development of the member countries, individually and collectively. 

(6) What are the differences in the function of the various lending agencies? 
Please describe also any other significant differences between these agencies as 
to the purposes for which they may make loans, the countries to which they 
may make loans, or the criteria or standards limiting the types of loans they 
may make. 

The Export-Import Bank.—The Export-Import Bank finances the export of 
goods and services from the United States. Its loans may be exporter credits for 
the financing of goods or they may be longer term development loans. It does 
not make loans which can be financed on reasonable terms by the private 
market, and it must have reasonable assurance of repayment in dollars. It 
makes conventional hard loans. It also makes loans of portions of the Public 
Law 480 currencies, received from sales of surplus agricultural commodities, to 
American firms or their affiliates abroad, or to foreign firms for increasing the 
consumption of, or markets for, U.S. agricultural commodities. 

The Development Loan Fund.—The Development Loan Fund was created by 
the Congress to make loans for, or guarantees in connection with, development 
projects in the less-developed countries. The law allows the Development Loan 
Fund a considerable degree of flexibility in determining the terms and conditions 
of its loans, and it is authorized to make loans repayable in the currency of 
the borrower. The Development Loan Fund operates under the foreign policy 
guidance of the Secretary of State, and the Under Secretary of State is Chair- 
man of its Board of Directors. The Development Loan Fund is, by statute, 
not to make loans which can be financed by the private market, the Export- 


Import Bank, or the International Bank. 
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The International Cooperation Administration—The International Coopera- 
tion Administration from time to time makes loans to countries included within 
the mutual security program, under the authority of the Mutual Security Act, as 
amended. It also makes loans for economic development purposes out of por- 
tions of the local currency proceeds of sales of agricultural surplus commodities 
under Public Law 480, usually to the countries purchasing these commodities. 

The International Bank.—The International Bank now makes loans for de- 
velopment purposes in its member countries, and the suppliers of goods required 
for its projects may be in any of the member countries, as determined by com- 
petitive bidding on contracts. Its membership includes nearly all the countries 
of the free world. Its loans must be repaid in the currency loaned, principally 
dollars or other “hard currency.” That is, they are conventional hard loans. 
The International Bank finances its operations at present almost entirely by the 
sales of securities in the United States or other financial markets. The Bank 
may make loans to member governments or to public or private enterprises with 
the guarantee of the government. 

The International Finance Corportaion.—The International Finance Corpora- 
tion, affiliated with the International Bank for Reconstruction and Development, 
makes investments only in private enterprises in its member countries. It does 
not require government guarantees, though it does not make loans in a particular 
country if the government of that country objects to the loan. 

The Inter-American Development Bank.—The Inter-American Development 
Bank, which is now beginning operations, will make development loans to its 
member countries or public or private enterprises in them. Its membership in- 
cludes the United States and 19 Latin American countries. The largest portion 
of its loans will be repaid in dollars or other hard currencies which may be 
loaned. Its Fund for Special Operations, however, will make loans in Latin 
America for projects which cannot be repaid in hard currency, so that the loans 
from this Special Fund may be repaid wholly or partly in the currency of the 
borrower. 

(7) Please supply the following information on interest rates on foreign loans 
by the U.S. Government and by international agencies in which the United States 
participates— 

(a) for July 1, 1958, to date, the interest rate on each loan ; 
(b) for previous periods, the total loans and average interest rate. 
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TABLE 3.—Ezport-Import Bank loan authorizations and interest rates, July 1, 
1958—Dec. 31, 1959 








Period and borrower Amount Interest rate 
authorized 
July-December 1958: Millions Percent 
ORE an NW TMI oi vn re nitcicanaccceccecupesssscesesedes $75.0 | (4). 
oO) ES eee 60.0 | 3%. 
Mexico: Nacional Financiera__.......-- 5. 54. 





Honduras: Cooperative Algodonera 
ne: ee I SI ns. caccoununarenwocnesecadunecsesneas 
ee nn. wawsupensaceccedsonssesaseences 
United Kingdom: Northern Aircraft Operating Co., Ltd_....-...----.---- 
Venezuela: C.A. Inversiones Venezolanas Ganaderas--_..........-.------- 
eT oteuitindaséecopenciapbeceni 
Neen es sc acesawedencewendenscveavecn 
i oon dnasimconconstaaweadcansnes 
Brazil: Fabrica Nacional de Vagoes - --- 
Mexico: Vitro-Fibras__........----- 
Cuba: Financeira Nacional__.__..-- 


~ 
ar 


#88 















4 
4 
0 
8 
1 
.6 
0 
2 
0 
2 
1 
as -5 | 5. 
ARNIS OU TANI oni cdo on eceswecsigdschpnecaccesencnwereee-ceasect 37.5 | (1), 
Japan: Japan Gas-Chemical Industries, Ltd_..........--..-----.---------- 2.3 | 514. 
nS See SEIS PONE © BAM o. cencconsccananccevcesewesesansess= 7.1 | 5%. 
Brazil: Cia Brasileira de Energia Eletrica_.................------...--.--- 3.8 | 5%. 
Israel: American Israeli Paper Mills, Ltd..........-..--.------------------ 3.0 | 514. 
Se Sc davdepeusecdocncecasonll .41 5. 
ee od occa beccesensmnescecbeccscuscsves 13.7 | 5%. 
Do Cee I ec cnndunsdesduesnetonswent 6.5 | 514. 
Thailand: Yanhee Electricity Authority 14.0 | 54. 
Egypt: Societe Egyptienne D’engrai: 35.0 | 54. 
United Kingdom: Clanair Ltd.----.- 1.1 | 5%. 
Government of Costa Rica...-.....-- 25.0 | 54. 
I inn carina amdanmuneschvotecapsoutésbedposeoe 24.8 | 5%. 
es adtduntintickdooséduhuayonnecuped 100.0 | () 
ns a na cole c aa csnbseccnninesenssbeescus 12.5 | 5%. 
ee ee SS Se See eee ae 15.0 | 5%. 
Teen ae Ldn cibsocageonseneinesoccnsccesoee 9.3 | 5%. 
BENE MUNIN CEU GIOUIEO) go cc ncecbnsntdepacessococnnsoscconcccsececccs 15.8 | 534 to 6. 


See footnotes at end of table. 
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TABLE 3.—Eeport-Import Bank loan authorizations and interest rates, July 1, 
1958—Dec. 31, 1959—Continued 































Period and borrower Amount Interest rate 
authorized 
| 
| Millions Percent 
January-June 1959: 
SRS SHRM DOE GIN a ic cithnasnccenddecancenteasaeboudunenaxednspeunt $3.0 | 534. 
Spain: Empresa Nacional Siderurgica...............-.....-...------.----- 4.4] 5%. 
Miscellaneous Europe: Euratom. ................-..-...-..---.-.--------- 135.0 | 444. 
Nicaragua: Instituto de Fomento Nacional.._.......-...-.-...-..-.--.---- 4] 5. 
TRRAY< THER DECOUNONS BOM io og ben Sanccencncnsctcgdcnnndunabeccsedune 1.0 | 53%. 
Mexico: Agua Industrial de Monterrey, A. de U_...--.--...-------------- 3.5 | 584. 
Italy: Instituto Monillare ItQMGn0. 2... .incccecccncccccconscencaccccescaccs 1.5 | 5%. 
DEG: SERN Rs ran cccntndiinicinnswbsiiandsadkpactdadnbkadad 100.0 | 5%. 
| SERRE EE ERIE NE EPL ED 2.2) 5%. 
MINIS, TEI ond otis Scekeabeatimdinadseudus demineceMnaanaas 1.9 | 5%. 
| a hoo ncrc btn sareccaustitddicd panda aatatnieowdcdeadek 7.3 | 534. 
| EE A IR i ilesicne nh tic can anh na phddiinmaddncoslantiikaenheides 6.9 | 584. 
Nicaragua: Empresa Nacional de Luz y Fuerza..............-......---.-- 5 | 54. 
Eg OS ES ie aE Se eae 1.0 | 5%. 
Honduras: Banco Nacional de Fomento.__.............-..-...-.-----.---- -6 | 534. 
nD SUID CNN MEIN oo oo icicinsss acters won ewauemeeeraeutiaieburenis oi 25.0 | 5%. 
PEE OF LINES pac hatdndcans Sesesuudewessenudicsvevenuisnnbneueanies 5.0 | 5%. 
| ne, Se I 56 Sac cn dindimdacdn ntdnanaiesicaatudidunmiedires -8 | 5%. 
| Austria: Creditanstalt-Bankverein..............-...---...--.------------- 6.0 | 4%. 
Cs UID PUTRNIINO END in. 6c neicncdancnndcccuntancueunwesdseune 24.0 | 5%. 
SD URE ED ON soo nik duc cnuedbeanaecacusavckuéunesecouwuetene 1.1 | 5% to6. 
July-December 1959: 
Mexico: Cia Industrial Electrica Mexicana.......................--.------ 1.2 | 584. 
Paraguay: Manufactura de Pilar.............-. 1.0 | 5%. 
Government of Liberia 21.3 | 4%. 
OL PS SE ep er ae 30.0 434. 
Venezuela: C. A. La Electricidad de Caracas 17.8 | 5%. 
Ss RS RT GO, BE, onncnpan puddckamenhapuntinndumandiemencus 4.8 | 584. 
Lebanon: La Societe de Grands Hotel du Liban.....__........-..-.--.---- 3.2 | 534. 
MENS TERIOR FOI ns occu dunvenncddnnddeduidiancusinaeacaweteoia 3.7 | 534. 
EPP ES 2 EE RS Ret aS SET Le 7.2 | 534. 
NSE Uy SAE IIIS «sn ceuuigcemsionsnduinddencmecdoancankbabent 9.1 | 5%. 
NC TG. nnatearghsinas4 chuacedwebe Gatatiuiesadbnabiwelsanagceialncea 6.0 | 584. 
NS SN iia sup anmaunbasebdanscbanechscuiwbncnataunbbeuc’ 7.6 | 584. 
Spain: Refineria de Petroleos de Escombreras.._...............--.-------- 10.0 | 5%. 
NS RO EIT NIN onc sna dcwdbannécansecsscdeeocuciuheaws .4] 6. 
ED scat en nn ccduds vemuienadhoadoncccusigabeudessindyie .3 | 584, 
Nicaragua: Banco Nacional de Nicaragua. .......-............----.-..--.- 8.0 | 5%. 
SN EE Se eae Janae 20.0 | 5%. 
Government of the Union of South Africa... ........-.....--.-.-- 202-1... 16.0 | 5%. 
PL: COON CINE RIOD BIO ccnwcccccsnninnsdcchecduavbsatectucckneude .1/ 6. 
a Nn winnrads ceinuieiana ddipandaawmaasnanseuaiusome .7 | 5%. 
TS 0 EA EE eee Sey ann Stee Sea 20.0 | 5%. 
Italy: Istituto Mobiliare Italiano__-__.....-- 34.0 | 544. 
Colombia: Banco de la Republica 25.0 | 534. 
TORINO! DRREIING, on ccidaadpactacaiavsauchecs 1.9 | 5%. 
pp SR Oe PR Se eee Te an 1.6 | 5%. 
Australia: Southern Cross Properties, Ltd............-....-------.---.-.-- 2.5 | 5%. 
Guatemala: Banco de Guatemala... ............-...------.---.--------.-- 5.0 | 5%. 
Ps SEI DIE Sn crcndadivendedhawatinndsucbnactdncndowenewoes .8 | 5%. 
SR TOe SEE CIEE 6 Kn dciticxs pudeoiebmiuicdicdéennnnneccsuctideuss 1.8 | 6. 
1 To be determined for specific credits as authorized. 





2 Increase in an earlier credit. 
3 Of this amount, $1,500,000 was advanced by a U.S. commercial bank for a 3-year period at 5 percent per 
annum. 


Source: Based on data supplied by the Export-Import Bank 
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TaBLe 4.—Mutual security program, loan authorizations and interest rates, July 


1, 1958—Dece. 31, 1959 





Period and borrower 


Amount | Interest 
authorized rate 





July-December 1958: 
Government of Morocco 
Government of Ecuador 

January-June 1959: 

Neen Te Uadaoubiuvbeabadapsbeecdhunciniion 
i a cniiuipblad to an es tapibatbacmesmonts 
es mia of Morocco. 





Millions Percent 





$29. 9 3 
2.3 3% 
7.7 3% 
6.0 4% 

15.0 3% 

15.0 3% 

10.0 4 
3.0 3% 





Source: Based on data supplied by the Export-Import Bank. 


TaBLe 5.—Public Law 480, loans of local currencies to foreign Countries ’"—Loan 
authorizations and interest rates, July 1; 1958—Dec. 31, 1959 


{Amounts in millions of dollar equivalents] 




















Period and borrower Amount | Interest 
authorized | rate 2 
| Percent 
July-December 1958: | 
ED LES SES i oe a Et $3.6 | 4 to 5. 
Ne ne ons meee tnbiabubosadpsinntnaitl 5.2 | 3to4. 
Government of Burma.....- TRE TLE IT ARE A ‘8 | 3to4. 
oe os ee VSS NR a- ae 70.8 | 3 to 4. 
ES STE SS ER ee ne, ee | 1.7 | 4to5. 
ek. os caps dababebemenesnse sense 2.2 | 4to5. 
ee Bee ca biomnieen weenie Viai 3.6 | 4 to 5. 
i ee Sebwnecodturpsese | 14.5 | 4to 5. 
Neen ee ne gD Nlids Webdedvoccdepasen | 9 | 4to 5. 
i en nplcecess sundae cgdeckendktsu | 35.1 | 4 to 5. 
EE aR rc Sree re ia | 2.5 | 3. 
Ne en ee cde bwobicoponcesho Setar st 13.4 | 4to 5. 
Government of Israel___-_ OF RS RS ae) Cee ee 11.1 | 4to5. 
ee as pinieaebiisaacnsusies bub | 5.7 | 4 to 5. 
I ee nce upsieaceaeetoieid ad BER RSS | 18.9 | 3%. 
TLS Se eR) ee aay } 17.7 | 3to4. 
January-June 1959: | 
3 San Theis eubeenosewensoene= | 34.7 | 34. 
Republic of Colombia_--___.-.__..---- Seg iy i teh Me ada cat tdtee lcalee 3.1 | 4t05 
Government of Yugoslavia. -.............-----.--- CR en 69.2 | 3%. 
Na cp detensecdonneanenued 43.4 | 34. 
SES SE SEAS Siar repens ts 5.0 | 3%. 
I On on eco nictndapemmdbidsnadcosisteeews 1.8 | 3% 
i  .  ceeimsbchbandubisuie ahh 114.6 | 3 
Industrial Mortgage Bank of Finland.-...................-----.-.-.-..-- 5.0 | 4to5 
EE A 0 a ee ae SS Re eee 13.6 | 3to4 
ee imho canlidenmiehseiibinseereowaind 11.7 | 4. 
I en A ad an Sha bwncaniaesad .5 | 3to4 
I Or nn ok cen ennnndbleisenuchuukbibaceddnbce 1.3 | 3%. 
July-December 1959: 
Rs SS eR ak oa es a edb dceawhecnmens 1.0 | 4. 
CEE PRET, CAT UE ae .3 | 3%. 
I ne i i ane senecagns 5.9 | 344. 
I op  lovwdeanwawaaccdd 17.0 | 4. 
ede sadasndetbhenckbackdins 15.8 | 4. 
Deen ee nn ee he ce aeG cabenettiantamensedes 28.9 | 4. 
LS CES SER FR RE ee er 1.6 | 4. 
i ng te Sainhioareddaowna 102.9 | 4. 








1 See table 5a for loans of local currencies to private enterprises under sec. 104(e) of Public Law 480. 
2 Where 2 rates are shown, the lower rate is applicable to payments in dollars and the higher to payments 
in local currency. In other cases the stated interest rate is applicable to payment in either dollars or local 


currency. 


Source: Based on data supplied by the Export-Import Bank. 
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TABLE 5a.—Public Law 480, loans of local currencies to private enterprises under 
sec. 104(e)—Loan authorizations and interest rates through Dec. 31, 1959 


{Amount authorized in millions of dollar equivalents] 




















Country Number of Amount Interest rate 
loans 
NN ia os oso ee aeias Mak ema ed emwndamnai 1 $0.4 | 5. 
URE er ee ee | 3 “9 | 12. 
a aot cnMiexndumgsintinddiarabbedgaenesemensd 10 2.8 | 8. 
|) SRO ERE Sea ere eS >, is oe ES RNY 1 1.1 | 7%. 
PENG nc debe Sabsihe da dbasncenkocdidatwcundadbtewaabaeawe 9 5.8 | 7%. 
GPS SR eR ees ease Aes AS 3 1.4 | 7.2 
CN iat cle bine ccnndbaecncnnacs duce sc euatassnege mad | 1 .2| 6.) 
SN ee. icone tihistinnsodengcneaackenens actehateeh saert | 24 12.0 | 742 
PR ie a SN ee eee ace alacaee ak 5 3.9 | 7. 
REE ee ee eS ea a ey ee eee } 1 .2| 8. 
SR, SR RE a ee ea ee ASE } 18 7.0 | 10. 
OE SO ER NOSES EG POD 4 1.4 | 5 te6.3 
RE aS | NR aE eo Sree meee | 6 17 | 8. 
Turkey-.---- OS PE: PEE rey BAL Pris Vg 4 21) 7.” 
We otic Riacanncddiidpones sdb sockeaoerctsiagubntenamin | 1 .2 | 6%. 
oe UB See! 
OG os Paitin tthe ccdallenietenenaueetiwadnntinnansadicn | 91 41.1 





1 The dollar value of each credit is computed at the free market exchange rate prevailing when the credit 
was authorized. : ee. leas : 

2 Includes cost of guarantee up to an agreed amount where guarantee of a domestic financial institution is 
required. 

3 Ist loan at 5 percent. Subsequent loans at 6 percent reflect increase in interest rates in Pakistan. 

Norte.—Interest rates on these loans are similar to those charged for comparable loans in the foreign 
country® 


Source: Based on data supplied by the Export-Import Bank. 
Tarte 6.—Development loan fund—Lone commitments* and interest rates, July 


1, 1958—Dec. 31, 1959 























Period and borrower | Amount Interest 
| committed rate 
} 
July-December 1958: Millions Percent 
Di tae; WORTACIIN OF DECI Ra an aia in itn men ann cnmennnncliiisl h Jue. $10.0 3% 
eg GR eee eee eee re yee rir. () eae! 3.0 44 
Paraguny: International Products Corn...........2-....--<snecnccseslhdcns.u 2.6 5% 
Brazil: 
CI FI aa esi rrti nnn pecnnnnntmaneandtibdivestulbncbihshseuscectheanes 
ee ee a .2 8 
Sudan: Sudan-American Textile Industry.........-..----------------------- 10.0 5% 
Ni CURRIN: Cr SPUN, ROY oa sicencichin mn annmcinciiesiniae piel 2.4 3% 
he OR ee TRS 2s: RAE 2.0 4 
Government of Korea. _...............--...- PETE: -. ssn eininniieicebecisek UES 3.5 3% 
Korea: Tongyang Cement Manufacturing Co__-............---------------. 2.1 54% 
Government of Pakistan 9.1 3} 
Governent of Yugoslavia 22. 5 5 
Government of Pakistan 15.2 3% 
A Oe Oe et ee 14.7 3% 
ES RR 2 SERS ae 4.0 3% 
EE ETE EEL UATE RO ONT DT 3.0 3 
Costa Rica: Societa Italiana___............-- EE ER EERE Set .3 5 
TAIWAN: POISE CHARTER OED a on noc ea ntnennnannncsncannennddiadasiuslsccd 1.0 5 
a aS > eS a a EC Taare 17.5 3 
Taiwan: Shihmen Development Commission. .--.-..............---.--------- 21.5 3 
Thailand: Metropolitan Electricity Authority....................--------.-- 20.0 5 
eG ERE aE es eye. PT: 5.0 3% 
Taiwan: Ingalls-Taiwan Shipbuilding Corp-..............-.--..-.-.-.-...---- 6.5 5% 
Panera: Tetris A CR oa citron cnceceond tees 1.4 4 
Ny ace cddukcdboes chabwenadueksucaecsuntainiammes 3.0 3 
ES EC TIE Oe ESS eS: 5 4.7 3 
EL aE SaaS see IE Ae Sea es Lae 2.3 5} 
cg A SS ee Se eae ae eee Er 2.5 5 
6.3 5% 
2 a 
40.0 { ti 
10.0 3 
35.0 a4 
22.0 5 
18.0 34 
15.0 5%. 
Paraguay: Corporation de Obras Sanitarias de Asuncion. ._....-....--.---- 1.0 3 
EE Se PID I oon c= css atan dee wendbdanogeastaneconaeaccciench 2.8 5 


See footnotes at end of table, p. 22. 
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Taste 6—Development Loan Fund commitments? 
a, 1958—Dec. 31, 1959—Continued 
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and interest rates, July 



































Period and borrower Amount Interest 
committed rate 
Millions Percent 
One: I ES EE SS a ne ve" CC $0. : : 
Taher: Industrial Development Bank -................-.-.-------.-----.-- 10.0 5 
ponnany: ee ES EL Ae eer 2.5 3 
Ee OE ES ae eae eee 3.2 3 
Pakistan: P Pakistan Industrial & Investment Corp 4.2 5 
January-June 1959: 
Spain: Spanish National Railways. -.-__-..-- a 14.9 3% 
Spain: Instituto Nacionale de Colonizacion. oe i 3 
Federation of Malaya-__..............---.. 10.0 3 
-Jordan: Trans-Jordan Electric Power Co- 1.2 5% 
Guatemala: Banco de Guatemala __-_----- 5.0 5% 
‘Government of Yugoslavia_-_-_-._..-.-..__-- 5.0 3 
Israel: Industrial  -epeama Bank of Israel 5.0 5 
Neen nnn ne os eek Siactamdecasebonsaceas 3 3% 
on. Sfasankucbenicdednuctovecesacs S| 3% 
Nicaragua: Municipality SO EEE eas San Erne .6 3 
eee ot a cdeaecusacasoctwacososeeeenes 6.0 3 
i FL ncksnansawsenceund 19.5 3% 
Pakistan: West Pakistan Water and Power Authority. .._..-.-.-----.------ 23.0 3% 
Guatemala: Productos de Kenaf. _.......................-...-----.2.---.--- 4 5% 
Nene ae cncacoondseasoucensvoces 2.0 5 
EE ere beasocue 4.3 384 
EE 1.5 3% 
Neen nnn nner en oc idawchebdacceacsecctacnce 20.0 5% 
nS I, IN oo Sc ccnp ewnwecticessewencscces= 8 5% 
i a ccrnancnckauasdnnenksa 1.5 3% 
Philippines: Bataan Pulp & Paper Mill...............------.---------.-.--- 5.3 5% 
Se rh cnc cb encccuccnndentued 1.8 3 
Turkey: Maden Tetkik ve Se EE Ae 9 3% 
ne  iewahntoocouderecounee 6.1 5% 
Philippines: Small Industries—Central Bank_................--------------- 5.0 oh 
I a es oo culdcdadineceensouneueees 12.0 5 
ee a acoenednenwoiubasoune 7.5 a4 
I  uthceibiibiskinilespockeenee 18.8 3 
Argentina: Banco Central de Argentina_____._._......-....--.-2-2--- 2. ee 24.8 5, 
fame Turkiye Komur Isletmeliri Kurumu--..............-...-.-.-.-.-..- 14.5 
Teen ee nn nn nn ee ccaudeimastencecsecubnes mf 5 
bo ninth a  daduaheudéewswabsnaekal .8 5% 
Em; mnenetP ane: SAOMOTEL . <n. cece cece cence ccccccencccecenoss 8.8 3i4 
ee EEE gS, ee ee ee ee S| 5 
Jordan: Jordan Phosphate Mines Co_...._............-...-.-----.---------- 1.5 5% 
ny | I  eononbhankdon 5 5% 
— | ee 5.2 5 
ws Ea ae 7 5 
Sg Sa eee eee 9.0 3. 
PS aoe i a iumccubenbapeaioon 7.0 3 
I nn mewronnmnnuangiel 4.8 3% 
Korea: Korea Reconstruction Bank..................--...-...---.-----.-..- 5.0 5 
ES STAR RR eS 1.0 3% 
Israel: Rater Soveapanans | ERE: Mee ES RANE RRO = 5 5.0 5 
July-December 1959 
ESS SDN EAE 25.0 3% 
Philippines: Mindanao Portland Cement Co..................-.-------.---- 3.7 5% 
se IR ES RE RE, a 10.0 5 
Government of Pakisban ANSE TS ERIE EEE IS IT ET 22.0 3 
nl eniareesidagseouin 5.3 3 
Korea: Oriental Chemical Industries........................-............... 5.6 4 
Government of rage NESS 2 SSRIS OGRE EPS RR ic aD 15.0 3 
Pemeies: age Fup & Pape? C0... <n cccencnecennnnonacosesceetcce 5.3 5% 
Lebanon: 
Societe de’Electricite de El] Bared....................--..-.-------------- 5 5% 
dpe duendeswcactennnsl 5.0 434 
Dareey: SEE EES ae 2.8 5% 
EE DS ESE LTE ee ES Oe aE I TS 3 3 
edu pidlennnieinoncubennsasies 3.0 5 
Liberia: Bank of Monrovia... AREF cS Ae | 3 22 
a nce emaeipewsnduncceedittind 3.5 3. 
ne ne scpamwabladctlicwecsciccdulouccsicse 31.0 3 
sn talieiadbendwnanckanegen 23.0 3. 
Spain: Union Electrica Madrilena.-.-.......................-.-......-...... 3.9 5% 
Indonesia: N. V. Indonesian Service Co...............---------------------- 2.6 5% 





1 Includes letters of advice issued and loan agreements signed during the period for which letters of advice 


were issued prior to July 1, 1958. 
2 Fee. 


Source: Based on data supplied by the Development Loan Fund. 
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TABLE 7.—International Bank for Reconstruction and Development, loan authori- 
zations and interest rates, July 1, 1958—Dec. 31, 1959 












Period and borrower Amount Interest 
authorized rate 
July-December 1958: Millions Percent 
Japan Development Bank $33.0 5 
Government of the Sudan 39.0 5% 
I CNN i wdc nnnccddncnnctasdedesieimenabeusgelbaipin 25.0 5% 
Japan Development Bank 10.0 4, 
a i esas Ss a wt ld cheicocbenaha esepsibiscuhcseaniceh ncegaatna uaeeanne 29.0 5 
ER OE aR PRES LA TES BIE ey 22.0 a8 
GN ini is nc hth mntsaanebeiandeakesnduewaunniaeiieeienaine 85.0 5 
ET OU ae CaO NIE i.e nth cdauntccengddmnevacnesminnpmenamiainchins 6.6 5% 
SRE ais siccacin sass nies hana wait te ngitie eaainshg iinet 7.4 5 
Di alire: Cameras TAOOIGy DOGG... ok .cncccssnccecsacccocccencceseseensengen 35.6 5 
Brazil: Central Electrica de Furnas 8.A.........-.-..-...-.---..-----+------ 73.0 5 
Ecuador: seareqee ee Ee Te 13.0 5% 
Austria: Verbundgesellschaft & Donaukraftwerke._..........-.-.----------. 25.0 584 
Government of Union of South Africa. _........-.-.-.-..------.------------- 25.0 084 
CN ea encdanueudaacasebccatnengenigeaumheetebacwbins 2.8 5 
January-June 1959: 
Carreras 00 Tht GalTOGOr. .. . 2. non ncaa nn cnncsucownsncaranndeunasssccstees 5.0 5 
Colombia: Caldas Hidro-Electrica Co..............-.-...-------------.----- 4.6 5 
So os rocmnididucinnetunedamebameiotedaminanedledie 20.0 5 
GO RE SRE = Sa Tes 3.5 5% 
pS AREAS A EE RSET 10.0 5% 
Ter OES 2000 TOTS CONNIE, oo on sin oc cere cenenicdnddcceeneceenessesos 3.0 5% 
SN I I os sidan caeidgincionsaates junins oinin pentieiahiviancitn y's nin inlet 37.0 5% 
EE EEE Ne PEL AEA SLE SEN MI AIT LS. 25.0 5% 
es NO in iain Kadienenunasedcenebeseudapatanetveed 20.0 5% 
Colombia: Empresas Publicas de Medellin...........-.-.-.---...-.-.------- 12.0 6 
Honduras: Empresa Nacional de Energia Electrica__.............-.-.-.----- 1.5 6 
IO ei oon ces nn dbudsdcuabaeseanenudemmielttiiadesdembuaita 72.0 6 
SE SS SIE ae Sea ae ee LEE De 11.6 6 
Brazil: Brazilian Traction Light & Power Co., Ltd_-.....--..-.---.--------- 11.6 6 
France: Compagnie Miniere de l’Ogooue-_...-... pel nindhintdintednamenadsmaeis 35.0 6 
July-December 1959: 
GING OF TOE WEE 5 vith nic denoneccunscsadedbeeasadbinsdobewdéekeoeuadnuat 20.0 6 
IT RM oS ci a Oo re erid pam eeeeceanawitamedees 10.0 () 
Co) LC ER eek Se ieee 50.0 6 
Pakistan: Karachi Electric Supply Corp-..-.......-.-.-.-.---------.-.---.- 2.4 6 
en Ne EN no innnsdccdudnebtpsuinnncenteedioaniineianan 40.0 6 
NE, ids dota coke iknsannsndndigndtcswraebdcataccumseaadees 10.0 (1) 
Austria: Oesterreichische Investitionskredit, AG.........-.....-..--.---.--- 9.0 () 
EC REE SS SS A 24.0 6 
| IS RE ER? SILER, ENE ite aN a DE no EOD 20.0 6 
Iran: Industrial & Mining Development Bank of Iran........-...-.-....---- 5.2 () 
PERE I ints an nnd abunnccous SeabeigeenduanbernacininG Gehan 12.5 6 
France: Societe Petroliere de Gerance---....---...-.-.-.--------------------- 50.0 6 
United Arab Republic: Suez Canal Authority............-.---.--.--.------- 56.5 6 
Coens eS Oe 7 k  cnnishende cp aadeensbieacécuuaebaneats 32.5 6 
OR SIF NGE SPOR NTE odo oink cwnidnccuncccdecencconsededssbaascotu 7.0 6 











1 Interest will be applied to specific project commitments at the Bank’s current rate at that time. 
Source: Based on data supplied by t he International Bank. 
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TABLE 8.—International Finance Corporation investments and interest rates,. 
July 1, 1958—Dec. 31, 1959 





Period and borrower Amount Interest 
authorized rate! 











Millions Percent 
July-December 1958: 


Pakistan: Adamjee Industries, Ltd_______- sete wnt nein bist ules eae $0.8 7 
Mexico: Engranes y Productos Industriales____.__.........-.-..-- er 2 64 
Brazil: Co. Mineira de Cimento Portland = ethane 1.2 : 


Guatemala: Industria Harinera Guatemalteca._-_ 
January-June 1959: 


= .2 5 








India: Republic Forge Co. Ltd_. enon ais = 1.5 7 
Australia: Rubbertex (Auss) Proprietary. Ltd__- Soweewae E 2 6 
India: Kirloskar Oil Engines, Ltd_ 9 6% 
El Salvador: Industrias Textiles... ___ ake Tj 7 
Brazil: Champion Cellose_- ™ oes = 2.0 | 7 
Chile: Cia. Molinos y Fideos Carrozzi_- .5 6 
Chile: Empresa Minera de Mantos Blancos 9] 7 
Colombia: Laminas del Caribe 5 ? 
Iran: Sherkate Sahami Kahkashan 3 7 
Thailand: The Concrete Products and Aggregate Co., Ltd .3 6 
July-December 1959: | 

‘hile: Cementos Bio-Bio___- 1.0 | 7 
Colombia: Fabrica de Galletas vy Confites Noel_- 1.0 6 
Peru: Industrias Reunidas 3] 5 
Peru: Luren and Ladrillos Calcareos.__- 3 | 7 
Peru: Durisol del Peru___- 3 | 4 
Peru: Fertilizantes Sinteticos___. se 7 





1Investment avreements usually provide in addition for payments contingent on profits and in most 
cases for options on shares of the borrowing company. 


Source: Based on data supplied by the International Finance Corporation. 


TABLE 9.—Total loan authorizations and average interest rates, U.S. Government 
lending agencies, fiscal years 1946-58 





| | 











Export-Import | Mutval security Publie Law 480! | Development Loan 
| Bank program | Fund 
Fiscal years | | 
Loan | Average| Loan | Average| Loan | Average! Loan | Average 
| author- | interest | author- | interest | author- | interest author- | interest 
izations rates izations rates izations rates izations rates 
|— ART Atk nA SEDER EOE, ec MeL, SS AN TES 
| Millions | Percent | Millions | Percent | Millions | Percent Millions | Percent 
1946 Sa iabpinio erate $2, 197.0 | 2.77 4 Nhe 
aes |} 279.2 } 3.50 |__- — = : 
; i 465.7 | 2. 87 ~ $2. 3 | 2.50 |. 
1949 | 1738 3.73! 965.8 2. 50 
NO ee alii te 405. 5 | 3. 53 73.2 2. 50 
at : | 395.3 | 3.81 296, 7 2. 57 | : 
Eee ae | 550.9 | 3.19 222. 4 2. 57 | rie By leet 
Sere oe 571.0 | 3. 78 25. 6 2. 68 |_- we, “ 
1954__. Cs one 250. 4 3. 99 2.2 3. 00 : . : 
| Se ae a 488. 4 | 4. 52 270. 2 3. 78 $66. 1 3.92 
aim nig oat | 378.0 | 4. 64 215.8 3. 92 39.3 4.00 |. : 
ae thadis wine laonelns | 1,067.3 4.78 383. 8 3. 95 546.3 4.96 | - eeebow 
ais ming Aiki abs | 857.0 5. 20 102.8 3. 98 502. 1 4. 26 $102. 1 4. 36 


























1 Includes only loans to foreign countries. See table 5a for loans to private enterprises under sec. 104(e) 
of Public Law 480. 


Source: Based on data supplied by the Export-Import Bank and the Development Loan Fund. 
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‘TaBLe 10.—Total loan authorizations and average interest rates, international 
lending agencies, fiscal years 1947-58 








' 
International Bank | International Finance 
Corporation 
Fiscal years | 
Loan au- Average | Invest- Average 
thorizations; interest ments interest 
rates rates ! 





Millions Percent Millions Percent 
| Ae piers ee 3 " satu udeietiae $250. 0 i °° ee wolandele educa 





1948 ‘ ‘ eae Gd Lobew 263.0 SOO i. Sieh. 

1949 “a . 3 wn ketbikeaturalt 137. 1 4.39 |_..- , 

1950... atl ane ae 166.3 4.03 A = 

_ ee : a eS. 297.1 | 4.08 |. “ 

1952 - ars ; , m= 298. 6 4. 58 , 

1953 Z 2 : otvhasenen Lait wow 178.6 4.77 |- ines 

1954__. é * sihipeiies : ee 323. 7 4.82 ° 

1955. _ . ; ‘ 409. 6 4. 68 a < 

1956__ .. ee atin ; 396. 1 4. 75 — ns aiteik 

as . , . 387.9 5. 04 $2.0 6.00 
5. 04 8.7 7.00 


1958....._.- Ch PRCT R MSMR ED CRC eR rey 710.8 














! Investment agreements usually provide in addition for payments contingent on profits and in most 
cases for options on shares of the borrowing company. 


Source: Based on data supplied by the International Bank and the International Finance Corporation. 


Mr. Spence. Every dollar that is contemplated under the act must 
be obtained by appropriation ? 

Secretary AnpErson. That is correct. 

Mr. Srence. That is all. 

Does anyone else desire recognition ? 

Mr. Wipnatt. Mr. Chairman. 

Mr. Spence. Mr. Widnall. 

Mr. Wipnatt. Mr. Secretary, who is eligible to join the IDA? 

Secretary AnpErson. Any of the countries that belong to the Inter- 
national Bank. 

Mr. Wiwna.t. So that the prime requisite is joining, first, the Inter- 
national Bank, or being part of the International Bank, in order to go 
into IDA ? 

Secretary Anperson. Yes; only those countries that are sub- 
scribers to the International Bank can become subscribers to IDA. 

Mr. Wiwnat. How are the percentages of subscription arrived at? 
Who made those decisions ? 

Secretary ANnprerson. The decisions were made by the Executive 
Directors of the International Bank. The subscriptions to the Inter- 
national Development Association are based upon the percentage sub- 
scriptions that other countries make to the International Bank. 

In other words, the same percentage or contribution to the Inter- 
national Bank that is made by a country determines the percentage of 
its contribution to the International Development Association. 

Mr. Wipna. Will these percentages be frozen for future sub- 
scriptions, or will there be the possibility of other countries, as they 
become more economically sound, coming in as participants and ac- 
tually taking up some of our percentage ? 

Secretary ANpERsON. Well, let me call your attention to the fact 
that last year, when we doubled the total subscriptions to the Inter- 
national Bank, there was a readjustment of subscriptions by countries 
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whose economies had substantially improved since the original sign- 
ing of the Bretton Woods Agreement. It would seem to me that, 
as in the future we review the relative contributions of countries to 
the International Bank, we could at the same time review the relative 
contributions of countries to the International Development As- 
sociation. 

While this would not necessarily follow, you will notice that at the 
end of 5 years we are to review the requirements of the International 
Development Association. One cannot say with precision, but it 
might very well be that at that time countries would want to raise 
the question of their respective contributions to the International 
Development Association. 

Mr. Wiwnatt. So that there is a possibility, as the economies of 
other countries improve, that our own contribution to this fund can 
lessen ? 

Secretary ANperson. That there would be a shift in percentages. 
I think that is a possibility; yes, sir. We must remember: 

Mr. Winatt. That could be an ultimate reward for our participa- 
tion at this time; the fact that we are aiding to balance the economies 
throughout the world, to be extent that we would have to put in less 
and less ? 

Secretary ANnperson. I would regard it, Congressman, as a possi- 
bility, but I would not regard it as a principal factor motivating our 
establishment of the IDA at this time, because the relative contribu- 
tions of various countries not only raise monetary considerations, but 
raise other very delicate considerations as to their relationships with 
each other, and these would have to be reviewed at any time that 
their relative positions in the Bank and IDA were being considered. 

Mr. Wwwnatt. Could the counterpart funds that we hold overseas 
now be utilized for this purpose ? 

Secretary ANprrson. There are provisions in Public Law 480 which 
we believe authorize the transfer of foreign currencies to the Interna- 
tional Development Association. However, there is under considera- 
tion by the administration submission of a clarifying amendment to 
Public Law 480 to make this arrangement perfectly clear. If the 
IDA had a need for the resources, and if the countries whose curren- 
cies that were under consideration were willing for these currencigs 
to be used in this manner, they would then become available to the 
International Development Association for its use. 

Mr. Wipnatt. As it is now, they are frozen in the country where 
the original Public Law 480 program has taken place? 

Secretary Anprerson. Well, I should say here that we do not con- 
template any across-the-board modification of existing Public Law 
480. We have discussed with other countries, and have found a 
responsive note in some countries, to the general effect that, if the 
IDA could advantageously use currencies of these other countries, 
they would sympathetically consider making possible the transfer of 
funds to the IDA, and I would assume that some of this might occur. 
We expect that the primary source of local currencies for IDA will be 
through future Public Law 480 sales agreements, rather than renego- 
tiation of existing agreements. 

Mr. Wwnati. Would the IDA finance a completely local project, 
where local goods and local services would be used and none of the 
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money passed outside of that particular country? Would that type 
of project be financed through a loan ? 

Secretary ANpERSON. Would it be financed through local cur- 
rencies ¢ 

Mr. Wiwnatu. Yes. 

Secretary ANpERSON. There is flexibility on the part of the Associa- 
tion as to how it might be done. It should normally be done wholly 
with local currencies; it might be done partially with local currencies 
and partially with convertible currencies, in special cases. But the 
articles of agreement do not contain specific formulas, but rather 
give the managing officers of the Association considerable flexibility 
in the way in which projects may be financed. 

Mr. Wipna.t. There is no assurance that with this type of ograni- 
zation the United States would be selling more goods and providing 
more services through its own businesses, through its own employees; 
is there? 

Secretary Anperson. Well, one would assume that substantial use 
of dollars loaned by IDA would be made to purchase goods in the 
United States. 

It also, I think, follows that, if we want to build up a kind of 
viable economy in the countries of the world that can me cus- 
tomers of the United States rather than dependent upon the United 
States, we have to contribute our share in IDA toward the establish- 
ment of those stronger economies, which can utilize goods not only 
from this country but elsewhere, from other member countries. 

Mr. Wipnatt. Just one more question, Mr. Secretary. When the 
ambassador of Russian good will, Mr. Khrushchev, goes around and 
makes promises to these various countries, in granting loans from 
Russia, do the loans get repaid with hard currencies, or do they 
accept soft currencies ? 

Secretary ANperson. I would not be able to speak precisely on all 
of the terms of their contracts. We understand that the nominal rate 
of interest on Soviet loans runs from 2 to 214 percent; that the term 
of the loan is ordinarily about 12 years; that repayment terms ordi- 
narily provide for repayment in goods to be exported from the coun- 
try, or in convertible currencies, that loan arrangements contain pro- 
visions for periodic consultations between the borrower and the lender 
concerning the goods to be shipped; that the procurement under these 
loans is tied to the U.S.S.R., and in some instances the U.S.S.R. re- 
serves to itself a variety of options in which they may take repayment. 

Mr. Wiwnatt. They also hove provisions, do they not, that, in the 
furnishing of Russian goods, Russia can fix the price and it can be 
a variable price? 

Secretary Anperson. I think the answer to that is that the cur- 
rencies loaned are not normally usable in any country except the 
U.S.S.R. and Soviet-bloc countries, and, the means of production 
in those countries being owned by the state, it would follow that the 
prices would be fixed by the state. 

Mr. Wipnatt. The point I am trying to get at is this: that, while 
a loan may look good on the surface by way of its term, 12 years, by 
way of interest rate, 214 percent, they can add to the cost price of the 
goods being furnished by Russia to absorb those factors ? 
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Secretary Anperson. That is correct, sir. And, of course, to the 
extent that they require repayment of their loans in goods furnished 
by the borrowing countries, they are depleting the resources of the 
borrowing countries. 

It is quite a different thing for the IDA to make a dollar loan or 
a loan in another currency that is wholly convertible, and that may 
be used for goods that are highly sought after and highly competed 
for, and for the Russians to make a loan in a currency which can only 
be spent in their particular area, and for goods which, as you rightly 
point out, are manufactured by and are priced by the state. 

Mr. Wipnaut. That is all. Thank you very much. 

Mr. Spence. Mr. Multer. 

Mr. Muurer. Mr. Secretary, one of these days in the near future 
I am going to take your statement and, by paraphrasing and plagia- 
rizing it, establish that loans on the domestic scene for reclamation, 
soil conservation, water pollution, and slum clearance, just to mention 
a few, should be made, and I quote from your statement “at rates of 
interest below the rates of bank loans.” But that is for another day. 

Mr. Secretary, you are a member of the Board of the World Bank? 

Secretary Anperson. I am cne of the Governors; yes, sir. 

Mr. Murer. And this program as now outlined is a modification 
or elaboration of that which was suggested sometime back by Senator 
Monroney ? 

Secretary Anperson. That is correct. 

Mr. Mutter. Of course, this committee takes reflected glory from 
that, because the Senator served for many years on this committee 
when he was in the House. 

Now, this calls for $320 million of hard currency to be subscribed 
and paid in by the United States. I notice you refer to the fact that 
the first of the payments is not to be made until fiscal 1961. Does 
that mean in the fiscal year 1961-62 or 1960-61 ? 

Secretary Anprerson. It means any time after September 15, 1960. 
We would hope that we would be one of the early contributors to 
IDA by being authorized to deposit our instrument of acceptance. 

Mr. Muurer. Well, then, it would be necessary, if this authoriza- 
tion is enacted, that at least the appropriation of the first $70 million 
be made by this Congress in this session ? 

Secretary Anperson. That is correct, sir. 

Mr. Mctrer. Is that sum included in the current budget estimates? 

Secretary Anprerson. Yes; it is included in the current budget 
estimates under the contingency request, because, in the absence of 
a legislative authorization for the United States participation, we 
could not make a specific request in the budget for funds for this 
institution. But they are included in the budget total. 

Mr. Mutter. On page 4 of your statement, you refer to the fact 
that 17 countries will contribute the bulk of the convertible currency, 
and you indicate that 16 countries will provide about $443 million 
against $320 million which the United States provides. Then you 
refer to these 16 countries and say that they have acquired adequate 
or more than adequate monetary reserves. 

I think that you do not mean to infer from that that our country 
does not have adequate or more than adequate reserves. 
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Secretary ANnvErson. No, sir; I simply mean to indicate that there 
was a time when these countries were under the necessity of acquiring 
reserves; that now we think their reserve position is reasonably 
adequate and, therefore, they are able to make the contribution to 
this effort. 

Mr. Mutter. There is no doubt that we, the United States, have 
adequate and more than adequate reserves? — 

Secretary Anperson. There is no doubt, sir. 

Mr. Mutter. Did I understand you correctly, in answer to one of 
Mr. Widnall’s questions, or was it the chairman’s question, that you 
think the Development Loan Fund should nevertheless continue side 
by side with this program if this is authorized ? 

Secretary ANpERSON. Yes; we do. 

I think we have to recognize that all nations are going to be con- 
fronted with participation in both bilateral and multilateral pro- 
grams for development financing. 

The IDA represents the breakthrough, since for the first time we 
have persuaded other countries to contribute funds to an institution 
which will provide financing on a basis comparable to the loans which 
we have in the past been making, by ourselves, through the Develop- 
ment Loan Fund. 

Furthermore, there is a provision for voluntary contributions to 
the International Development Association, and we hope that other 
countries, who do not have comparable national institutions, will 
utilize this channel for additional financing. 

I think it is important to recognize that the United States must 
have economic instruments of its own that are responsive to our na- 
tional needs and our foreign policy considerations. The United 
States, I think, must be in the position to respond, in its own name, to 
requests for development assistance, and to associate itself directly 
with the development aspirations of the less developed countries. The 
international organizations have an identity and a personality of 
their own. 

Moreover, I think we have to recognize that development of some 
countries whose stability is threatened, or whose instability is threat- 
ening to our interest, may be especially important to the United States. 

If the United States channeled all of its development aid through 
international organizations, then the U.S. bilateral aid would be 
mainly in the field of military hardware and defense support. This 
would, I think, give color to the image of the United States as a coun- 
try concerned almost exclusively with military matters. 

And for these various reasons, we believe, sir, that the Development 
Loan Fund continues to occupy a legitimate sphere of interest in our 
national framework. 

Mr. Wipnati. Would the gentleman yield? 

Mr. Mourer. I yield. 

Mr. Wipnatu. Wouldn’t that inevitably lead to competition for 
those loans between IDA and DLF, and wouldn’t it then lead toward 
that possibility of “bad loans driving out good?” A loan becoming 
actually worse than it needs to be? 

Secretary Anperson. Well, I think you must recognize that there 
is need for a high degree of cooperation between the IDA and the 
Development Loan Fund. The Development Loan Fund and the 
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International Bank, as of now, consult from time to time with refer- 
ence to projects, and the existence of the IDA as one of the compart- 
ments of the World Bank will increase this mutuality of interests 
and will be a further reason for close cooperation between these two. 

It is likely that prospective borrowers will approach either one 
or the other of the institutions and, when an approach is made, there 
will have to be a degree of cooperation between the two institutions 
so that we do not allow competition simply for soft loans to drive out 
hard ones. 

Now, I think, also, that borrowers will recognize that the DLF is 
a national institution; that it is responsive to foreign policy consid- 
erations; that it is an important element of the mutual security 
program; and that the borrower itself will have some discrimination 
in which institution it might go to. ; ; 

Now, if you notice in my statement, I pointed out that the U.S. Di- 
rector of the International Development Association is also a member 
of the Board of Directors of the Development Loan Fund, and this, 
we think, is an important arrangement, in addition to the coordina- 
tion which takes place in the National Advisory Council—thus, the 
same man will be looking at the requirements and the applications to 
both institutions, and therefore will avoid the kind of competitive- 
ness that you speak of. 

Mr. Wipnatt. Thank you. 

Mr. Muurer. It was my impression that, when Senator Monroney 
first proposed this, his idea was to use mainly the soft currencies due 
to the United States and particularly our counterpart funds im- 
mobilized abroad. This goes beyond that, does it not 

Secretary AnpErson. We, sir, want to make the maximum use we 

ossibly can of soft currencies, and of funds that are generated on a 
ocal-currency basis by the United States. I think we all have to rec- 
ognize, first, that these currencies have severe limitations in their use, 
and, secondly, that we might be doing countries an injustice if we 
used, pera ABE ag their local currencies to buy products which would 
be exported from their own countries. 

This institution incorporates the essence of Senator Monroney’s 
proposal, but, in addition, provides, as you point out, loans of hard 
currencies, on softer terms, and these terms may provide either for 
repayment in nonconvertible currencies or simply for repayment in 
the currencies loaned, but over longer periods of time or at slightly 
more flexible terms than would be normally consistent with conven- 
tional banking. 

Mr. Mutrer. Mr. Secretary, could you furnish to us for our infor- 
mation the total amount thus far appropriated to the Development 
Loan Fund, and what the amount is that has been requested by the ad- 
ministration for this year ? 

Secretary Anperson. Yes, sir. 
Mr. Mourer. I think that would be helpful to us. 
Secretary Anperson. Yes, sir. 
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(The information requested is as follows :) 


Development Loan Fund appropriations 


{In millions of U.S. dollars] 





Fiscal year | Fiscal year | Fiscal year | Fiscal year Total 
1958 1959 1960 1961 





Appropriated by Congress... ........-.-- 300 1 550 ee ee ee 1, 400 
Requested to be appropriated... ..-... 2.5... oon one o oe fnnecogeeuectecccedacenes 700 700 














1 $400,000,000 initially; $150,000,000 as supplemental appropriation, 


Mr. Mutter. Now, I have always been in favor, even before I came 
to Congress, and certainly all of the time I have been here, of what 
I might term our foreign economic policy. I am in favor of all these 
mutual security programs, the Development Loan Fund, the World 
Bank, the Inter-American Bank, the Export-Import Bank, and, in 
principle, I am in favor of this bill. But I am very much disturbed 
as to whether or not we should give this authority to the World Bank, 
and I am disturbed because the World Bank, nevertheless, despite 
the almost spontaneous objection of more than 25 percent of the mem- 
bership of the Congress to the loan to the United Arab Republic, 
despite the protest that was made that that loan should not be made 
unless the United Arab Republic would indicate, not only by word 
but by deed, that it would live up to its international obligations with 
reference to the Suez Canal, the World Bank nevertheless proceeded 
to make that loan, and made it, as I understand their answer to the 
protest was, not only objections by Members of Congress but by 
others—was that they were looking solely at the economic situation 
and not the political situation. 

I think in doing that the World Bank overlooked the moral impli- 
cations of what they did. In my opinion, and I say it most kindly, I 
say what the World Bank did in that case was immoral. I think they 
had no right, whether it was the United Arab Republic or any other 
country, to make a loan to a country that claimed to be a belligerent 
and was asserting the rights of a belligerency contrary to its inter- 
national obligations, which required that an international highway 
or seaway be kept open to all of the world. Under those circum- 
stances, unless the World Bank is going to reverse that policy, I for 
one will oppose this program being vested, or the jurisdiction over 
this program being vested, in the World Bank. 

This is one man’s opinion, but I think it is backed up by a very 
strong opinion in both Houses of Congress by many of our colleagues. 

Thank you, Mr. Chairman. 

Mr. Srence. Mrs. Dwyer. 

Mrs. Dwyer. No questions, Mr. Chairman. 

Mr. Srence. Mr. Inouye. 

Mr. Inouye. Mr. Secretary, what is your definition of “less devel- 
oped nations” ¢ 

Secretary Anperson. This was a group of countries arrived at, in 
drafting the articles of agreement, by the Executive Directors, takin 
into consideration such matters as the degree of industrialization an 
of competitiveness which countries had achieved, the reserve position 
which they had been able to achieve, trying to indicate a line of de- 
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marcation between the countries who would most likely be borrowers 
and those who were in a position to be lenders. There was no special 
formula, but these sinbtdlerstigns and others went into the thinking 
of the Executive Directors. 
~ Mr. Srence. Is that all? 

Mr. Inouye. Yes, Mr. Chairman. 

Mr. Spence. Mr. Secretary, what effect do you think this legisla- 
‘tion might have on the future peace of the world? Isn’t it a fact that 
the undeveloped areas are bones of contention that often cause dis- 
sension between the nations, and result in outbreaks that might spread 
throughout the world? Don’t you think it would have some impact 
on that problem ? 

Secretary Anperson. Mr. Chairman, I think all of us will recognize 
that people without hope, people without a feeling that they have an 
opportunity of bettering their condition, are more likely to be swayed 
into acts of violence than others. 

The road to the development of decent standards of living around 
the world is a long and arduous one. It is not going to be satisfied 
entirely by money. It is going to have to be satisfied in part by the 
will of countries to help themselves, by the development of skills and 
capabilities of utilizing capital that is furnished to them, and by a 
number of other considerations. 

But certainly an important part of it is to let these countries whose 
development has not matched that of other free nations of the 
world believe that we have a concern for their welfare and interest 
in their development, and a willingness to contribute to their devel- 
opment as best our resources will allow us. 

And I think the chairman is entirely correct in saying that not only 
will this help us to bring about a trading world and a developing 
world, but that it will contribute significantly to a peaceful world. 

Mr. Inovyr. One more question, Mr. Secretary. Can you give an 
example of the type of project that will be financed by the Interna- 
tional Development Association ? 

Secretary Anperson. It is difficult to cite a specific project that 
may be financed in the future. I think, however, that we might 
generally describe the type of financing that IDA will provide in 
these terms: There will be applications for loans that we would 
classify as marginal. They don’t quite measure up to the standards 
of conventional banking. The proposed borrower cannot meet all of 
the requirements of what normally would be a conventional loan. 
Under these circumstances, the resources of the International Devel- 
opment Association might be used as a part of a package arrange- 
ment with IBRD conventional loans, so that what was a marginal 
loan, and therefore not bankable, might be brought into existence. 

I think another type of situation for IDA is the pilot type of loan, 
which might then attract domestic capital into the field. Those might 
be of the character which would not be directly productive of revenues, 
such as water supply, or sanitation, or something of this sort, which 
might be done largely on a pilot basis. 

IDA financing might include such things as a multiple-purpose 
loan, where, on the one hand, bankable loans might be used for river 
development projects, and to some extent these funds might be used 
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in ancillary projects, such as irrigation, where large parts of it 
would be local labor. 

One of the reasons that the Association was given, in the articles, 
as much flexibility as possible was that it was thought that none of 
us has the ingenuity to try to define the uses that may be made of 
these funds in the future, and that we ought to leave it within the 
capacity of the institution to make as significant a contribution to 
progress as the ingenuity of man is able to conceive at the time. 

Mr. Lnovyr. Thank you very much, Mr. Secretary. I have no fur- 
ther questions. 

Mr. Srence. Mr. Kilburn. 

Mr. Kitsurn. I have no questions, Mr. Chairman. 

Mr. Srence. Mr. Moorhead. 

Mr. Moornerap. I have no questions, Mr. Chairman, Thank you. 

Mr, Srence. Mr. Vanik. 

Mr. Vanix. Mr. Chairman, I would like to ask the Secretary this 
question: I am concerned about the package loans that will probably 
be made along with other private institutions. In this connection, 
Mr. Secretary, would it be possible for you, through your relation- 
ship with the various banks and institutions involved, to previde this 
committee with information of the interest rate on ordinary loans in 
various underdeveloped countries—as well as the limits of usury and 
general interest rate conditions that prevail in these underdeveloped 
countries ¢ 

I am very much concerned about the moral] situation that might de- 
velop under conditions in which the Association might undertake a 
long-term, low-interest, high-risk loan in combination with a private 
loan which might not be long term or low interest. And I am very 
much concerned about the reaction that we develop in these under- 
developed areas, in which this Association might be a party, because 
of a loan arrangement, in which some of the other private capital 
participating might participate at harsher terms, higher rates of 
interest, and with, of course, less risk. 

Secretary Anperson. I think there are really two ideas suggested 
by your question to me. One of them is, as I gather, you are interested 
in what the rate of interest would be on loans that might be made by 
local institutions within the country. 

Mr. Vani. Yes. 

Secretary Anpgrson. And, to the extent that we have information 
of this character, I will be glad to supply it. 

I would think that the committee would want to take into considera- 
tion, in examining these higher rates of interest that may exist, the 
fact that the rate of interest may be influenced by the amount of 
capital available, but it would also be influenced by the history of the 
country and its inflationary process as to how money is valued over a 
period of time. Because nothing inspires a lender to raise interest 
rates more rapidly than a belief that he is not going to be able to 
maintain the value of the money that he is lending, so that he has to 
get back a replenishment of his capital as well as an earning. 

Now, in the second place, in examining the character of loans that 
might be made by outside institutions to projects within a country, 
to begin with, I think we must remember that if that capital is avail- 








34 


able on conventional terms we would not want to use the limited re- 
sources of the International Development Association. 

Mr. Vanrx. I understand. 

Secretary Anprerson. These are such limited funds that they have 
to be husbanded carefully and used on a very high priority basis, so 
that, if either the World Bank or the Export-Import Bank or a pri- 
vate bank wanted to make a loan of the same character, we would be 
very glad for them to make it. 

ow, I would think that the package arrangements which you are 
talking about will largely be in the field of projects of the type that 
the World Bank now finances, which have more or less a public char- 
acter as economic overhead, such as power and transportation. If we 
should try to develop pilot housing or if we should try sanitation 
projects, or especially in the construction of roads and highways, 
there might also be some joint operations. 

Mr. Vantx. I was thinking in terms of resources development. 

Secretary Anprrson. Yes; in terms of resources development, I 
would think normally that would be accomplished primarily through 
private capital or one of the conventional institutions rather than 
through this one, although there is always the possibility that some- 
one might be ingenuous enough to find a suitable package which could 
not otherwise be brought into existence, where some local currencies 
could be used, and, to the extent that they could be used, the Associa- 
tion would take into consideration the capacity of the borrower to 
repay, either at longer term with hard money or in nonconvertible 
currency. 

(The data referred to above is as follows :) 
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INTEREST RATES IN LESS DEVELOPED AREAS 


Precise and meaningful interest rate data, and especially data on longer term 
lending which can be used in international comparisons, cannot satisfactorily be 
compiled for the less developed countries. These countries generally lack well- 
organized capital markets, and data have not been systematically collected. 
In general, the only important lending institutions in these countries are the 
commercial banks and certain specialized public institutions such as develop- 
ment banks and similar agencies. Commercial banks normally provide short- 
term credits, and the development institutions are usually established to provide 
limited amounts of longer term funds at preferred rates for specially designated 
purposes. 

The basic rate of interest charged private borrowers by commercial banks 
in the less developed countries vary widely and not infrequently range up to 
10 percent or more per annum. The quality of the security offered and the credit 
standing of the borrower strongly influence the effective rates at which short- 
term funds may be made available. In many countries the rates quoted are 
nominal rates or rates established by law and do not reflect various fees and 
other requirements attached to actual credit transactions. 

To the extent that development financing in the less developed countries is 
provided by specialized institutions, the terms for such financing do not depend 
primarily upon market forces; the financing is usually dependent upon the 
availability of public funds, and the terms are established on the basis of pub- 
lie policies. The effective rates of interest offered by such institutions there- 
fore tend to be lower than the maximum rates for short-term bank financing. 

The relationship between commercial bank rates and rates offered by special- 
ized institutions may be illustrated by the following examples. The range of 
commercial bank rates cited in each case is that believed to be generally pre- 
vailing in recent periods. The data are, however, based on rather limited in- 
formation. The influence of rapid inflation is apparent in some of the higher 
rates noted. 
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[Percent per annum unless otherwise specified] 





Development 
Commercial bank basic interest Bank, or similar 
rates specialized institu- 


tion, interest rates 
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Ordinary borrowers in the less developed countries who cannot conform to 
the requirements imposed by the specialized institutions may obtain capital 
funds, if at all, at rates of interest generally much higher than those normally 
applicable in the industrial countries. Reflecting the general shortage of capital 
in less developed countries, the comparatively high interest rates result from a 
number of economic, institutional and other factors. Insufficient amounts of 
savings, inadequate facilities for the mobilization of savings, and especially in- 
flationary pressures tend to keep interest rates on capital funds high. The 
effective rates may vary widely among regions within a given country and may 
vary widely within a single region depending upon the particular borrower and 
lender and upon circumstances surrounding the transaction. Many countries 
have adopted legal measures, such as usury laws, in an effort to limit formal 
interest rates in circumstances where forces so important to the proper function- 
ing of capital markets are not to be found. 

Mr. VantK. Just one other question. In the event these package 
arrangements are entered into by the association with other private 
and public lenders, would the terms of that loan be generally public, 
or would they be part of a private transaction that would not be 
generally available? 

Secretary Anperson. You mean would the public be informed as 
to the character of a loan? 

Mr. Vantg. Yes; as to thecharacter of a loan. 

Secretary Anperson. I would think—— 

Mr. Vantk. Would the rules of the Association generally provide 
for such information ? 

Secretary ANnperson. I would think that it would all be public. 
The process of negotiation might not be public during a negotiating 
period but, as far as I know, all of the bank loans and terms are 
made public. 

Mr. Vanix. After consummated ? 

Secretary Anperson. Yes. 

Mr. Vanix. Thank you, Mr. Secretary. 

Mr. Srence. Are there further questions / 

Mr. Wipnatyi. Mr. Chairman. 

Mr. Spence. Mr. Widnall. 

Mr. Wipnati. Mr. Secretary, I know how deeply you and the ad- 
ministration have been concerned recently with the problem of the 
deficit in balance of payments to the United States. What do you 
think the effect of this would be on that balance-of-payments deficit? 

Secretary Anperson. I would say this: The final solution to the 
international balance-of-payments problem is not only a matter of 
the balance-of-payments position of the United States, which is very 
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important, but it is also a matter of the balance-of-payments position 
of other countries around the world. 

If-we are going to develop a world capable of absorbing the fruits 
of the productivity and the ingenuity of the industrialized countries, 
we have to have a group of economies viable enough that they can be- 
come customers for our goods. This is time consuming. 

If one looks at the shorter range, while again I would note that we 
are contributing about 32 percent of the funds to this institution, and 
the normal practices of the World Bank indicate that about 29 per- 
cent of the identifiable purchases under World Bank loans on an in- 
ternational competitive basis are made in the United States, I could 
not thus be in a position to say that there would not be some tempo- 
rary addition to our balance-of-payments problem. 

But I think that we have got to go about its solution on the basis 
of establishing a world in which we can become larger exporters, and 
other people better customers, rather than to go about it in ways 
which seem to be solutions only for the short run. 

Mr. Wipnatt. In other words, you are saying that we have to be- 
come more export conscious, and that both Government and industry 
have to concentrate more on the export of American goods than they 
have in the past. It has been merely a sideshow to our normal econ- 
omy—isn’t this true ?—while industrialized nations of Europe have 
concentrated on exports and have built their national economies on it. 

Secretary Anprerson. Mr. Widnall, this is, of course, a subject about 
which I could speak for several minutes. It seems to me that there is 
a great variety of considerations that must go into our thinking. 

n the first place, we must have a recognition of the fact that what 
we once described as the dollar gap, because we were the country 
which manufactured things which people primarily wanted to buy, 
and our people wanted to be paid in dollars, and therefore other 
countries were under the necessity of accumulating dollars, has now 
been supplanted by what I shall call a capital gap, which means that 
those who wish to buy can utilize currencies of countries other than 
ours that have goods and services which are useful and desirable on 
the part of the lesser developed countries. 

We must, therefore, recognize the change. 

It seems to me that another facet of the problem is that what we 
tolerated at one time in the nature of restrictions against goods from 
the dollar area, because we did recognize the necessity of their ac- 
cumulating additional foreign exchange, is no longer justified, and 
that we must insist, and we are insisting very strongly, that those 
discriminations against us be removed. 

I think the point which you make is valid; that perhaps in our 
country demand has been sufficiently high domestically that a num- 
ber of our companies have not given a high priority, in their man- 
agerial scheme, to the development of exports. 

Another aspect is the fact that companies at one time were thinking 
in terms of maintaining their share of the world market, and thought 
largely in terms of the kind of things that should be made here that 
would be appealing to customers abroad. And now there is more of 
an inclination to think in terms of, “How can I erect a plant at some 
other position in the world which will serve as a supply or distribu- 
tion center for our commodity ?” 
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The effort which the United States makes to prevent abnormal 

rice increases is also to be considered. Nothing could be more 
Siingesous to us than a highly inflationary period in which our costs 
went to a point beyond which we were not able to maintain a com- 
petitive position. 

There is a vast number of considerations that have to be thought 
of, but I would simply say that our problem is to go about the solu- 
tion of our balance of payments in a way in which we can have a 
trading world, with our maintaining our share of the markets, and 
rising standards of living on the parts of other people, rather than to 
rely exclusively on short-range, more restrictive policies which over 
the long term probably would not be a solution within themselves. 

Mr. Wipnaty. Thank you. 

Mr. Brown. Mr. Chairman. 

Mr. Srence. Mr. Brown. 

Mr. Brown. Mr. Secretary, the money that. is to be loaned to for- 
eign countries for projects—the rate of interest would be much less 
than what the United States has to pay for money now. That is 
going to be rather embarrassing to Congress, is it not 

Secretary Anprerson. Mr. Brown, in the International Bank for 
Reconstruction and Development, they secure their money in the 
capital markets of the world. They must lend their money at rates 
of interest which will allow them to repay their obligations. Their 
maturities must be somewhere close to the maturities which they 
make, and the rate of interest must be such as to furnish some reserves. 

The rate of interest which is charged by the Export-Import Bank, 
which secures its money from the Treasury, must be fairly 
comparable. 

The Development Loan Fund rate of interest, as I recall, has ranged 
from 31% to 58, percent. 

There is no mistaking the fact that the extent to which we make 
loans on more lenient terms of interest, in the underdeveloped coun- 
tries, than are made on normal commercial or ordinary bank levels, 
is a part of the national policy considerations which have to go into 
the capability of that country’s making repayments, whether it is in 
hard currency or in soft currency. And this, I think, is the basis upon 
which the rates of interest that are made for these various loans have 
to be considered. 

Mr. Mutrer. Mr. Chairman. 

Mr. Srence. Mr. Multer. 

Mr. Mutter. I am wondering, Mr. Secretary, if we are not workin 
at cross-purposes? On one hand, we have you urging, on behalf o 
the administration, higher interest rates on Government bonds, in 
order to attract money to Government bonds and to aid greater salabil- 
ity of our Government bonds, as against foreign government bonds, 
which are paying a higher interest rate. That is a part of the bal- 
ance-of-payments problem. 

On the other hand, you are now urging that we make these loans, 
or authorize an institution to make these loans, to which we will con- 
tribute a substantial part of the capital, and these loans are to be 
made at less than the Leake loan rates, and the purpose of doing this, 
to quote from page 5 of your statement, is to create “sounder risks for 
more conventional financing and be able to attract more private capital 
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investment,” which, I think, would be attracted from this country, into 
those countries. 

On the one hand, we are taking our capital, sending it into the 
World Bank to build up these other countries so they can attract more 
i our capital. On the other hand, you are trying to attract capital 

ere. 

Secretary Anperson. Congressman Multer, may I make two obser- 
vations? In the first place, believe me, sir, I am not interested in 
simply trying to create laden rates of interest. 

Mr. Mutter. I am sure you are not. 

Secretary Anperson. I would like to finance the national debt at 
the lowest rate of interest that is possible. 

The request which we have pending in this respect is simply that 
the Treasury be not required, by statute, to participate in only one 
segment of the market. If it were possible for us to regulate rates of 
interest. by statute, then I would see no sanctity in the 414-percent 
ceiling which now exists. We might very well consider lowering it. 

But the total effect is not to establish a rate of interest; it is to pre- 
scribe the market in which the Treasury is permitted to participate. 

Now, in the aid which we give to these underdeveloped countries, we 
can proceed upon the hypothesis that money is going to be made avail- 
able to those countries only upon conventional banking terms. 

If we proceed on this hypothesis, certain countries will, because of 
their balance-of-payments situation, or because of the debt which they 
have incurred externally, or because of other circumstances affecting 
their governments, simply not be able to have projects which might 
otherwise be brought into existence through the type of loan that is 
proposed in the International Development Association. 

Believing, as we do, that it is important that not only the United 
States, but all of the countries that have the capacity, utilize to the 
maximum our resources to bring those projects, which are now mar- 
ginal, into existence, the International Development Association will 
make a substantial contribution, participated in not only by us but 
by the other free countries of the world. 

Now, as these countries become more productive, our businessman 
will be looking for opportunities to invest, but certainly one of the 
things which we have always subscribed to is the fact that we would 
like to see the world develop on the basis of a competitive free enter- 
prise system as nearly as we can, and as nearly as is consistent with 
their operations. 

Whether they invest in those countries or whether they invest in 
our country, the one thing I think we all have to keep in mind is that 
capital is a rather objective thing—that is, it is competed for—and 
it normally goes to those places where it believes that it is safe, where 
it is safe both in terms of maintaining its value and safe from political 
interference, in which it is welcome and will be treated fairly, and in 
which it can earn profits. 

Now, as the countries of the world develop, it is going to become a 
part of our responsibility to maintain as competitive a position as we 
can, so that we compete for and secure capital just as other countries 
will be competing for and securing it. 

Mr. Muurer. I would hate to be in the position of trying to sell the 
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U.S. Government bonds at higher interest rates, and at the same time 
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urging that, in countries that are undeveloped and which we hope 
to bring up to the point where they can then encourage capital invest- 
ments as sounder risks, and at the same time be urging that we make 
loans to those countries at less than bank rates. 

Secretary ANprErson. Well, sir, let us remember that we are also 
developing customers, and that as we develop customers we are going 
to develop an export market for our own country, which is terribly 
important. And I think we have to decide whether we want to con- 
fine all of our lending activities to conventional bank terms, or whether 
we are willing to say to ourselves, and to the other countries who are 
able, some of the projects simply cannot be handled by conventional 
bank terms, and, to the extent that we have capacity, let us encoura 
and increase the world development by making loans on more flexible 
terms. 

Mr. Mutter. For myself, I am still in favor of projects and pro- 
grams of this kind because of the long-term benefits. 

Secretary ANperRson. Yes. 

Mr. Mutrer. At the same time, I am still insistent that we don’t— 
that our Government doesn’t have to pay any higher interest rate for 
its refinancing. But that, also, is for another time. 

Just one last point, Mr. Chairman. I am one of those who has 
always supported—up until the last loan—the World Bank operations. 
I have always been told abroad of the very fine work the World Bank 
and our Export-Import Bank have been doing. 

I think it is important for us to determine whether or not the World 
Bank is the institution that should operate and control this program 
if we authorize it. 

I wonder if you could submit to us a statement indicating the 
economic conditions which warranted the making of the Aswan Dam 
loan, having in mind Secretary Dulles first approved that loan as a 
matter of good international politics, and then he announced that we 
would not make the loan to finance the Aswan Dam because it was 
uneconomic. Thereafter, the World Bank announced it was not 
making the Suez Canal loan to the same borrower because of inter- 
national politics but because it is an economic loan. 

I am one of those who urged that the Aswan Dam loan should be 
made even though it was uneconomic, because it would put those 
people to work in peaceful pursuits. But I would like to know what 
the situation was which caused Secretary Dulles to say it was not 
economic, and now the World Bank says it is economic, to make the 
Suez Canal loan to the United Arab Republic. I would like to know 
especially whether there were considered as economic factors (1) that 
the United Arab Republic is a violator of its international obligations, 
and (2) that it considers itself at war with Israel. 

Secretary Anperson. Mr. Chairman, I would simply raise this 
question. I cannot speak for the World Bank. 

I believe it has been the policy of the World Bank, because it is a 
multilateral institution, not to give direct testimony, or submit state- 
ments from the Bank to the parliamentary bodies of the countries who 
belong to it. 

However, I think that we could have the Executive Director for the 
United States submit a statement to the committee which, in his 
judgment, reflected the considerations of the International Bank in 
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making the Suez Canal loan, but this would have to be understood as 
being his evaluation of their considerations. 

Speaking to the other part of the problem, as to whether or not 
this is the right institution, let me point out that this is the only finan- 


cial institution in the world that has within its membership practically 
all of the free countries outside the Iron Curtain countries. 


» We have a relationship, of course, with the Latin American coun- 
tries, in a special institution. We have the Development Loan Fund, 


which is a purely U.S. institution, but if we want to engage the effort 
of all of the free countries of the world, including the borrowing 
countries, then it seems to me that the Bank is the appropriate in- 
stitution in which the International Development Association ought 
to be lodged, and that we ought to think of it not necessarily as a new 
institution but as another window within the framework of what has 
proven to be a sound financial institution. 

(The statement referred to above has been submitted and is as 
follows :) 


STATEMENT BY T. GRAYDON Upton, U.S. ExecuTiIve DIRECTOR OF THE 
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 


The charter of the International Bank provides in article IV, section 10, that 
the Bank and its officers shall not interfere in the political affairs of any member 
and that only economic considerations shall be relevant to their decisions. 
Olearly the effectiveness of an international economic organization would be 
impaired if it were to operate as a political instrument or try to use its lending 
powers as a method of compelling enforcement of international obligations 
which are outside its province. However, the attitude of a country toward its 
international obligations may be a relevant consideration for an international 
economic organization in two ways. First, it may adversely affect the eco- 
nomic prospects of the country and its capacity to perform its obligations to 
the organization. Secondly, it may indicate a general lack of reliability in the 
field of international obligations. In these respects, therefore, a member's \io- 
lation of its international obligations would be a pertinent consideration. 

In the case of the Suez Canal loan, there are conflicting judgments whether 
a state of war exists between Israel and the United Arab Republic and whether 
the United Arab Republic is violating its international obligations. For its 
part, the U.S. Government has consistently upheld the principle of freedom of 
transit through the Suez Canal for all nations. Furthermore, the State Depart- 
ment advises that, in its view, a state of war does not continue to exist between 
Israel and its Arab neighbors. However, the divergent positions of the United 
Arab Republic and of Israel, notably with respect to the Armistice Agreement 
and the Constantinople Convention of 1888, involve complex legal issues which 
have not been resolved by international adjudication. It was the view of the 
U.S. Government that these unresolved issues which reflect serious political 
differences between two countries, both of which belong to the Bank, were non- 
-economic considerations of a nature such as were contemplated under the Bank’s 
charter as being not relevant to the Bank’s decision with respect to the loan to 
the Suez Canal Authority. 

I am appending an earlier statement that explains in more detail the back- 
ground for the decision to authorize the U.S. Executive Director on the IBRD 
to support the loan. 

On December 21, 1959, the Board of Directors of the International Bank for 
Reconstruction and Development unanimously approved the granting of a loan 
to the United Arab Republic (UAR) for improvement of the Suez Canal. The 
loan agreement was signed the following day by the President of the Bank and 
officials of the UAR Government and the Suez Canal Authority. 

The following factors were taken into consideration by the U.S. Government 
in reaching its decision to support the UAR loan application when it was brought 
before the IBRD Board for discussion : 

(a) The project is sound technically. It has been planned for a number of 
years. Studies undertaken by the International Bank confirm that, from an 
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engineering standpoint, the proposals which envision the deepening and widen- 
ing of the canal represent a sound and feasible program for improvement of 
the canal as an international waterway. 

(b) It is a sound project economically. The UAR’s receipts in foreign ex- 
change accruing from canal operations are and will be more than adequate to 
service a loan. It is clearly a credit-worthy development project of precisely 
the type for which the IBRD was established. 

(c) The project has international benefit. The canal improvements will be 
of value to the world trading community, and in particular the Western European 
nations for which the canal is almost an indispensable artery. 

(d@) The IBRD is an international lending agency whose loans are granted 
primarily on a basis of their economic usefulness and financial soundness. The 
injection of noneconomic considerations into the Bank’s assessment of the credit- 
worthiness of an application would impair the Bank’s integrity as an inter- 
national financial institution, particularly in the eyes of the less fully developed 
nations of the world whose needs the Bank is primarily designed to serve. To 
maintain the IBRD’s well-deserved international prestige it is considered im- 
portant to avoid circumstances which would expose the Bank to allegations that 
it is a political instrument rather than a bona fide international lending agency 
devoted to the promotion of economic development for the welfare of the peoples 
of the world. 

(e) Sound economic development should be encouraged. The Suez Canal 
development project is regarded by the United Arab Republic as an important 
element of its total development program. It is clearly in the free world’s 
interest to try to be helpful in such cases rather than, by default, to furnish an 
opportunity to be exploited by the free world’s enemies. 

In recognizing the merits of the foregoing considerations, the U.S. Government 
was not unmindful that restrictions placed on Israels’ shipping in the Suez Canal 
might call into question the propriety of proceeding with the loan. This con- 
sideration was given full weight in the U.S. Government’s decision to support 
favorable action on the loan. The United States has consistently upheld the 
principle of freedom of transit through the Suez Canal for all nations. The 
Secretary of State reiterated this support at the United Nations General Assem- 
bly on September 17. 

The U.S. Government will continue its efforts to do what it appropriately can 
to facilitate a solution to the problem which still confronts Israel vis-a-vis the 
Suez Canal. In this connection, it is understood that the United Nations Secre- 
tary General has been closely following developments connected with the recent 
incident involving a Greek-flag vessel and is continuing his efforts to assist in 
bringing about a resolution of the transit problem. It is to be hoped that the 
good offices of the United Nations, which are energetically being addressed to 
this problem, will bear fruit. The constructive action which the IBRD has taken 
with respect to the Suez loan may itself provide example and encouragement for 
progress toward ultimate solution of Near Eastern problems. 


Mr. Spence. Are there further questions ? 

Tf not, Mr. Secretary, thank you for your very fine statement. We 
are always glad to have your views on subjects of interest to the coun- 
try, with which you are so familiar. 

Secretary Anperson. Mr. Chairman, it is always a pleasure to ap- 
pear before this committee, and I appreciate the opportunity. 

Mr. Srence. We will now call Mr. John J. McCloy, chairman of the 
Chase Manhattan Bank of New York City. 

Mr. McCloy, we are delighted to have you. I don’t think you need 
any identification. We know you are the chairman of the board of 
Chase Manhattan Bank, and that you were High Commissioner for 
the United States in Germany, and did much to help Germany 
establish a sound economy and to reach the position which she now 
occupies. We are glad to have your views. 

Mr. McCoy. Thank you very much. 
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Mr. Mvuurer. Mr. Chairman, as a New Yorker, may I welcome 
Mr. McCloy and say that he needs no introduction to any of us here. 
He is a statesman of international repute, and I am sure that the 
financial world also looks upon him as one who can give us true 
guidance. 

Mr. McCioy. Thank you very much. I am very awed by the in- 
troduction. 





STATEMENT OF JOHN J. McCLOY, CHAIRMAN, THE CHASE 
MANHATTAN BANK 


Mr. McCoy. I do want to say, Mr. Chairman, that I appear be- 
fore you in support of this bill, H.R. 11001, which would authorize 
et ete of the United States in the proposed International 

evelopment Association. 

Secretary Anderson has reviewed with you the objectives and the 
organization of the International Development Association, and I 
shall not repeat them here. 

Let me only say that I am convinced that the provision of effective 
assistance for the economic development of the underprivileged coun- 
tries is one of the most pressing and most difficult tasks which now 
confronts the United States, as well as other industrialized nations 
of the free world. 

The International Development Association promises to make a 
further contribution to this process and, in my judgment, it is in the 
best interests of our country to cooperate in establishing it. 

The United States has a vital interest in the economic progress of 
the less developed countries for a number of compelling reasons. For 
one thing, a friendly and stable relationship with these areas is es- 
sential to our own economic well-being. The less developed lands 
embrace three-fifths of the free world’s population and land. They 
are an essential source of supply for many key raw materials we our- 
selves require, and they provide markets for many of our own manu- 
factured goods. 

It is not too much to say that the United States, and, indeed, 
the Western World, could not survive in its present form if the less 
developed areas, their products, and their markets were shut off 
from us. 

In addition, of course, many of these lands have a direct strategic 
and military significance to the West. We are tied to many of them 
through pacts of mutual defense. We cannot expect these defense 
arrangements to rest on a solid basis if the countries concerned 
lack either social or economic stability. 

And the plain fact is that the peoples of many of the less developed 
countries are not content with things as they are. The whole techni- 
cal revolution, including the tremendous speedup in transport and 
communications, has placed these nations in almost immediate re- 
lationship with the West. 

Moreover, they have only to look in the side yard at Russia and 
China. They seem to see that it is possible to achieve a better life 
and not to be mired indefinitely in con poverty. They are bound 
and determined to move ahead, and they know that they will need 
outside help to do it. 
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The Soviets realize all this, and there are signs that they intend 
to make the less developed lands their principal battleground. Wit- 
ness the recent parade of top Soviet officials to India, the tour of 
Mr. Khrushchev through southeast Asia, and, even more revealing, 
the growing volume of Soviet aid, including some to Cuba on our own 
doorstep. 

We are confronted, then, not only with an east-west problem, but 
with a north-south problem as well, and the two are tied together. 

All this, of course, is nothing new. You gentlemen in Congress 
have lived with the problem for many years. You have authorized 
a number of programs which give assistance to the less developed 
countries through both loans and grants. Why, then, should we 
participate in still another organization, the International Develop- 
ment Association ? 

I believe that there are a number of good, sound reasons to favor 
the establishment of the new Association. For one thing, the less 
developed lands seem likely to require even more external assistance 
in the future than they have received in the past. 

The very success of countries like India and Pakistan in getting 
economic development underway has increased their need and ca- 
pacity to absorb capital. At the same time, a number of new nations, 
particularly in Africa, will require greater assistance. 

Clearly, the United States cannot take on this added burden alone; 
indeed, in the future it should not even expect to bear as large a 
relative share of the total aid burden. 

By this I do not mean that I think the International Development 
Association can serve as an opportunity or an excuse to cut other 
programs of economic assistance. Quite the contrary. The Inter- 
national Development Association does possess, however, the virtue 
of being an international institution, and it thereby serves as a ve- 
hicle for enlisting greater assistance from other nations in the West— 
a fact Secretary Anderson has quite rightly stressed. 

I am quite convinced that the nations of Western Europe can and 
must assume a greater share of the burden of economic assistance in 
the years ahead, and the International Development Association 
represents a modest step in that direction. 

I believe there is something to be said, too, for channeling a good 
measure of assistance through international organizations, provided 
we can be convinced that such organizations will be soundly and ob- 
jectively administered. 

Experience with both the International Bank and International 
Monetary Fund indicates that those institutions are highly respected 
by the member countries—including the less developed countries as 
well as industrial nations. I believe it is easier for an international 
institution to say “No” when the answer ought to be “No.” And it 
is easier for such an institution to insist on sound economic policies 
as a condition for assistance without appearing to infringe on the 
sovereignty of the borrower. 

There is something institutional rather than sovereign or personal 
about an international organization that takes some of the sting out 
of critical comment or a negative answer. 
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In the case of the International Development Association, the fact 
that the International Bank will, in effect, be the administrative body 
also seems to me to be a favorable, if not, in my judgment, a saving, 
aspect. 

As a matter of fact, if this very close identity between the Inter- 
national Bank and the IDA did not exist, I might feel otherwise 
about the whole venture. 

In the early days of the International Bank, when I was its Presi- 
dent, it was necessary to fight a real battle against loans of the soft 
character which the International Development Association would 
now be designed to make. 

I went around the country and pledged that the International 
Bank would not make loans of that sort—that it would be an insti- 
tution which looked upon projects from a normal banking point of 
view; that each loan would have to be capable of repayment on terms 
ance would permit the Bank to raise the money for it in the first 

ace. 

. This was absolutely necessary if the Bank was to establish its credit, 
if it was to be able to float bonds and get the capital it needed. And 
I think if I hadn’t made that promise we wouldn’t have had an In- 
ternational Bank. 

It was necessary for us to go around to all these States and get the 
legislatures to make the bonds of the Bank legal as investments for 
fiduciaries and various savings institutions, and they all wanted to 
know what types of loans we were going to make. And in going to 
the financial communities, such as New York and Boston, and the 
like, it was extremely important to stress this point, and without it 
we would never, I think, have gotten the Bank off the floor. 

Such a policy is still necessary, and the present President, Mr. 
Black, and the Board of the Bank are to be complimented on the 
high standards they have adhered to. 

And yet I have come to feel that in the circumstances of today there 
may be a place for soft loans, so called. I am impressed particularly 
by the fact that some of the less developed countries will need, and 
can absorb, more outside assistance in the way of borrowed capital 
than they could hope to service in a normal way. 

Iam am to feel there is both a political and soeial imperative 
weighing on the free world today which we cannot and should not 
avoid. 

If the transfer problem had to be fulfilled to accomplish this—the 
problem of converting local currencies into hard currencies for normal 
repayment—it would prove very difficult, indeed, to comply with this 
imperative. 

am told, for example, that in the period from 1956 to 1958 alone 
the external debt of less developed countries in Asia, the Middle East, 
and Africa almost doubled. 

And so I am willing now to accept the principle of soft loans, as a 
supplement to the normal operations of the Bank, to be made out of 
funds segregated from and sharply distinguished from those used to 
finance the normal operations. 

One might ask very reasonably: Why make soft loans rather than 
grants? I admit there is something to be said on both sides of this 
question. I believe some economic assistance in the form of pure 
grants will continue to be necessary. But for the International De- 
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velopment Association, with its close relationship to the International 
Bank and its emphasis on financing individual projects, the use of soft 
loans rather than grants seems to me to be wiser. The fact that a loan 
is “soft” doesn’t mean that it is not to be repaid. 

Mr. Eugene Black has said that the Association may make soft 
loans, but it won’t be a soft lender. The very necessity for repayment 
exerts a certain discipline on both the borrower and the lender to be 
certain that the project is, indeed, sound and economic. There is a 
kind of economic calculus involved in a lending operation which is 
healthy for all concerned. 

Normally, there is danger that soft loans may put to work a kind 
of Gresham’s law—borrowers will naturally seek soft loans rather 
than hard. 

As Secretary Anderson points out, we are protected against this in 
the case of the International Development Association by the arrange- 
ment for joint administration with the International Bank. 

As I understand it, the Bank would not approve any loan, or por- 
tion of a loan, to be handled by the International Development Asso- 
ciation which could be regarded as bankable in the ordinary way—not 
only by the International Bank itself, but by any other lending insti- 
tution, including private lenders. 

This puts a heavy responsibility on the officers and Directors of the 
joint International Bank-IDA. They are going to be faced with some 
awkward problems, but, on the basis of their record to date, I would 
trust them with the responsibility. 

Moreover, if the record proved otherwise, Congress would have the 
power to freeze the International Development Association to its 
present limited size, since the agency undoubtedly will have to ask for 
additional funds at some future date. 

The problem of coordination is not confined to the Bank. There is 
a serious problem of coordination, in my judgment, in the whole 
effort of the West to assist the less developed lands. 

Recently I served as a member of the President’s Committee which 
studied the mutual security program—the committee of which Gen- 
eral Draper was the Chairman. 

In our report we pointed to the proliferation of agencies engaged in 
the aid effort and strongly recommended some consolidation and re- 
duction in number. 

The International Development Association, in a sense, involved a 
new agency, another window for the borrower to approach. But 
again the common management with the International Bank takes 
away at least most of the disadvantage. It could even place the In- 
ternational Bank in a position to act as a coordinating agent on its 
own. 

Nevertheless, I remain convinced that coordinating the many pro- 
grams and agencies for economic assistance stands as one of the major 
problems to be tackled in the future—not only within our own coun- 
try, but even more so as between the various nations of the West. 

I recently saw a study which listed a considerable number of agen- 
cies in the various countries of the West, including, of course, the 
international agencies, which prospective borrowers from the less 
developed lands might approach. 

(The listing of agencies referred to above will be found at the end 
of Mr. McCloy’s statement on p. 50.) 
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I would hope that the steps now being taken by the State Depart- 
ment to establish a development assistance group, including nations 
in Western Europe as well as the United States, Canada, and perhaps 
Japan, might be able to help in this matter. 

d now before I conclude I perhaps should say just a word about 
the relation of the International Development Association to private 
investment in the less developed lands. 

The International Development Association is empowered to lend 
directly to private borrowers without any government guarantee. It 
remains to be seen how extensive such lending will become. I my- 
self believe it probably will be small. 

One possible outlet may be various national development banks 
which have been organized under private auspices in certain less de- 
veloped countries. These banks act as intermediaries, channeling 
both public and private funds to private industry within their re- 
spective countries. 

I rather expect, however, that the indirect benefits from IDA opera- 
tions will be more important to private industry than direct loans. 

Broadly speaking, these indirect benefits are of two types. First, 
most of the loans made by the International Bank—and, presumably, 
many of the International Development Association loans would fol- 
low the same pattern—are for basic economic facilities required for 
the development of the borrowing country: railroads, power facili- 
ties, communication networks, and the like. These are all essential 
to private industry. To the extent this economic infrastructure is 
built up on a sound basis, private industry will benefit. 

Secondly, the granting of loans repayable in local currencies will 
act to reduce the volume of foreign exchange required to service the 
external debt of the borrowing country. This is quite important 
from the standpoint of the foreign investor. 

One matter on which any private foreign investor must form a 
judgment is the ability of the recipient country to provide foreign 
exchange to service and repay its external debt—judgments which 
institutions like the International Bank and the Export-Import Bank 
must also make. On this count the IDA should be definitely help- 
ful to all foreign investors, including private investors. 

And now, in closing this statement, let me only repeat again that I 
do favor U.S. participation in the proposed International Develop- 
ment Association. 

Under the joint administrative arrangements envisaged with the 
International Bank, I believe that this new agency could prove to be 
a useful adjunct to existing machinery for providing essential eco- 
nomic assistance to the less developed countries. 

Thank you for permitting me to appear before you. 

Mr. Srence. Are there questions, gentlemen ? 

Mr. Motrer. Mr. Chairman. 

Mr. Spence. Mr. Multer. 

Mr. Mutter. Mr. McCloy, is it contemplated that IDA, the Inter- 
Tasers Development Association, will do any borrowing; float any 

nds? 

Mr. McCrory. No; I think not. I think it gets its money from 
appropriations from the prospective countries. 
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Mr. Mutter. So that, to begin with, the total amount will be less 
than a billion dollars? 

Mr. McCuoy. Certainly, at the start of it. The total can be aug- 
mented. It can be supplemented, under the statutes. 

Mr. Mutrer. I suppose it is impossible to make any projection at 
this time as to how much it eventually will be receiving from the 
subscribing countries and how much it will be lending? 

Mr. McCoy. Only the initial subscriptions will be laid out now. 
I suppose the future can only determine the extent to which the sub- 
scriptions called for in the present act might have to be augmented 
and the ultimate scope of the Association. 

It depends a great deal on how the Association is administered and 
what its impact proves to be. 

Mr. Mutrer. Do you think, Mr. McCloy, that any of these soft 
loans—or let’s leave out the word “soft”—that any of these loans 
contemplated to be made by IDA should be made to belligerent 
nations ? 

Mr. McCtoy. Should be made to nations that are at war? 

Mr. Mutrer. Yes. 

Mr. McCuroy. Well, certainly, the whole purpose of this Association 
is to promote the peaceful development of the world, and I would 
think that if there were a war situation it would be very doubtful 
whether it would be advisable for an agency such as this to make loans 
to assist the development of the economy of such a country. 

In these circumstances, I suppose, it would be up to the individual 
nations, on a bilateral basis, to protect and assist their allies as they 
saw fit. But I would think it would be inappropriate for this agency 
to be used for such a purpose. 

Mr. Mutrer. This is intended to be a peaceful operation ? 

Mr. McCroy. Entirely. 

Mr. Mutter. If we have to come to the defense of an ally, we will 
do it by outright grants and, within the terms of our defense and 
alliance treaties, we will act accordingly ? 

Mr. McCrioy. Precisely. 

Mr. Mutter. There is written into these articles of agreement a 
provision which prohibits political activity, which I think is wise 
and proper. 

Mr. McCuoy. Yes. 

Mr. Moutrer. But if a member nation applies for a loan under the 
terms of these articles, and if it were a member nation which asserts 
and tells the world that it is at war with one of its neighbors—— 

Mr. McCroy. I think this would be an inappropriate agency for 
those purposes. 

Mr. Mutter. Thank you, sir. 

Mr. Srence. Mr. McCloy, to what extent can the Bank make use 
of the soft currency which they get in return for their loans? 

Mr. McCtoy. Well, as Secretary Anderson pointed out, the use of 
these local currencies is somewhat limited, but you can, of course, use 
them for the payment of local expenses. 

The extent to which you can use them to finance export of their 
production, I think, should be rather restricted, because to that degree 
it is a drain on their potential foreign exchange, and to a certain 
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extent such action would be inconsistent with the fundamental pur- 
poses of the legislation. 

But any internal use of these currencies, which did not complicate 
their balance-of-payments problem, would be an appropriate avenue 
into which such currencies could be channeled. 

Mr. Srence. The International Development Fund has made very 
little use of the soft currencies which it has received ? 

Mr. McCuoy. Yes; it has very large sums amassed that have not 
been, so far, utilized. 

Mr. Spence. Are they not considering recommending that they 
be returned to the nations whence they came by act of Congress? 

Mr. McCoy. I had heard there was some agitation to bring that 
about because the Development Fund is accumulating such a sizable 
sum that it may pose a difficult problem. 

Mr. Spence, Do you think that problem will arise here? 

Mr. McCtoy. There is a provision in these statutes, I notice, to 
permit any country to make available to the International Develop- 
ment Association any local currencies which it has amassed, although 
I believe it does not get corresponding voting benefits when it does so. 

But perhaps the International Bank, with its experience, can find 
a better use—a more appropriate use—than we have been able to 
find thus far on a bilateral basis, for the employment of such funds. 

So, I think the provision in question is a rather healthy one. 

Mr. Srence. Do you think this legislation might have an important 
impact on the future peace of the world? 

Mr. McCrory. Yes; I do. I have the feeling that we are faced, 
as I said, with two great problems. We have the east-west menace, 
and at the same time, even if we didn’t have the east-west menace, 
we have this problem—I guess I am not the first to use the phrase— 
the north-south problem. 

You would have a problem with the agitation and restiveness in the 
lesser developed lands, and the scientific revolution that is now envel- 
oping the world, even if we didn’t have the Soviet Union pressing 
against us from the east. 

And I believe that we have to attempt a number of different ways 
to cope with these major forces that are playing around the world, 
and this new Association, if well administered, would contribute to- 
ward a solution of the north-south problem and, incidentally, tend 
to ease the tensions that we now are subject to from the east. 

Mr. Srence. If there are no further questions—— 

Mr. Vanik. Mr. Chairman, may I ask a question? 

Mr. Srence. Mr. Vanik. 

Mr. Vanrg. Mr. McCloy, I would like to ask a question. Under 
this bill, under this authority, how much would be available for lend- 
ng ore year, or assuming this started in September? 

r. McCrory. Well, I suppose—let’s assume that all the other 
countries—— 

Mr. Vantx. Let’s assume all contributions are made. 

Mr. McCroy. In terms of hard currency, we would have $73 million 
from the United States. 

Mr. Vantx. $73 million from the United States? 
Mr. McCroy. Yes. 
Mr. Vanrx. As I compute it 
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Mr. McCrory. About $760 million altogether, in hard currencies. 

Mr. Vanik. In other words, it would take 5 years to accumulate 
loanable funds to the extent of about $700 million; is that correct? 

Mr. McCuoy. Yes. 

Mr. Vanix. It would take 5 years to accumulate that kind of re- 
serve for loaning? 

Mr. McCrory. Yes. Your question, however, was directed to the 
first year. 

Mr. Vantx. That isright. I was wondering how this sum of money 
relates itself to what you would estimate to be the total need. 

Mr. McCrory. Oh, it would be a very small proportion of the total 
need, 

Mr. Vanix. The question that I raise is: Is it enough to really face 
up to the problem? 

Mr. McCoy. No; I don’t think it is. I think it is very clear that 
it is not enough. However, it is going to take some time to get this 
new Association functioning, the pattern of loans set out, and I would 
think that even though this is minimal—maybe that is too strong a 
word—it is certainly not comparable to the overall need 

Mr. VANIK. Would it be something more than 

Mr. McCuoy. I think that you are going to have another oppor- 
tunity to face the problem after you see how this operates, without 
— loss in the meantime, in your overall objectives. 

Mr. Vanik. Do you believe that this effort will be significant, or 
will it be merely symbolic? 

Mr. McCroy. No; I think it will be significant. The significance 
will emerge, in my judgment, with the speed and with the knowledge- 
ability and skill with which these first loans are made. I think there- 
after there will be the problem of replenishing the funds of the 
Association. 

I believe it is quite arguable to say, “Well, we might have made it 
twice this,” but I am disposed to think that, in the length of time that 
you have, or will need, to get the Association organized, that the sum 
being proposed might be all that is needed to start off with. 

Mr. Vanix. Then, just one more question: How does this compare 
with the Soviet approach to this problem? This is our competition ? 

Mr. McCuroy. Yes. 

Mr. Vantk. They make, as I understand it, direct grants, which 
sia probably result in Soviet materials and Soviet goods coming 
into play. 

 Ating way this works out, these loan funds, having been gen- 








erated through the International Development Association, could be 


used to purchase goods and materials and services from anybody in 
the International Development Association countries. 

Isn’t it conceivable that, in the face of free-world competition, 
under which prices in America are so much higher, although we 
might be furnishing a substantial part of the capital, the result might 
be that very little of it might be used to purchase goods and services 
and to provide things produced in the United States? Isn’t that 
conceivable? 

Mr. McCtoy. Yes; I think that is conceivable. 

Mr. Vanix. A direct grant would at least provide for American 
production, American know-how, and American ingenuity. 
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Mr. McCrory. Well, you could, by the same token, tie this—you 
could tie the American contribution, if you wanted to, to that. But I 
think it would be unwise to do so. 

Bear in mind this is only a small portion of the aid program. A 
good part of the aid program today is tied to American goods. 

Mr. Vanix. Yes, but it is contemplated, is it not, that this lending 
authority will be something that will probably increase? They un- 
doubtedly are going to come back for more and more authority. 

Mr. McCoy. If the administration of this is a success, I think it 
would be almost necessary that they should come back for replenish- 
poms not only replenishment, but perhaps some expansion of the 

unds. 

Mr. Vanix. Thank you, Mr. Chairman. 

Mr. Spence. If there are no further questions, Mr. McCloy, we 
thank you for your statement. Your statement and your vast experi- 
ence and knowledge are very helpful to us, and we are glad to have 
your views. 

Mr. McCoy. Thank you, Mr. Chairman. 


(In Mr. John J. McCloy’s testimony (p. 42), a reference is made to 
“a considerable number of agencies in the various countries of the 
West, including, of course, the international agencies, which prospec- 
tive borrowers from the less-developed lands might approach.” In 
response to a request by Hon. Wright Patman that these agencies be 
identified, the following information was furnished :) 


INTERNATIONAL DEVELOPMENT ASSOCIATION ACT 


SouURCES OF FINANCIAL ASSISTANCE FOR LESSER DEVELOPED LANDS FROM 
GOVERNMENTS OF WESTERN COUNTRIES 


U.S. Export-Import Bank 
U.S. Development Loan Fund 
U.S. International Cooperation Administration 
U.S. Public Law 480 (not a lending agency but a source of foreign assistance) 
International Bank for Reconstruction and Development 
International Finance Corporation 
Inter-American Development Bank 
United Nations Special Fund 
European Investment Bank (European Common Market) 
The Development Fund (European Common Market) 
Common Market Loan Fund for African Countries 
Colombo Plan (about half the 18 members lend directly through this) 
Overseas Countries and Territories Loan Fund (British) 
Commonwealth Development Finance Corporation (British) 
Colonial Development Corporation (British) 
Fonds d’Investissements pour le Developpement Economique et Social des Depart- 
ement d’Outre Mer (French) 
Fonds d’Aide et de Cooperation (French) 
Caisse Centrale de la France d’Outre Mer (French) 
Ente Nazionale Idrocomburi (Italian) 
Banco de Fomento Nacional ( Portuguese—to dependencies only ) 
Direct loans from governments of : 
Netherlands 
Germany 
Belgium 
Switzerland 


Mr. Spence. The committee will stand in recess until tomorrow 
morning at 10 o’clock. 


(Whereupon, at 12:05 p.m., the subcommittee adjourned, to recon- 
vene at 10 a.m., Wednesday, March 16, 1960.) 
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WEDNESDAY, MARCH 16, 1960 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Suscommitree No. 1, 
Washington, D.C. 

The subcommittee met at 10 a.m., Hon. Brent Spence (chairman 
of the subcommittee) presiding. 

Present: Representatives Spence, Brown, Multer, Inouye, Widnall, 
Halpern, and Mrs. Dwyer. 

Also present: Representatives Kilburn and Mrs. Griffiths. 

Mr. Sprence. The committee will come to order. 

We will resume our hearings on H.R. 11001. 

Our first witness this morning is Mr. Ruttenberg, research director 
of the AFL-CIO. 

Mr. Ruttenberg, we are very glad to have you appear as a witness 
for the great organization which you represent, which is vitally in- 
terested in the economy of the Nation and the peace of the world. 

It is not a privilege, but a right, that you have, to express your 
opinion before committees of Congress as to what your organization 
feels is in the interests of the welfare of the people. 

We are glad to have you. 


STATEMENT OF STANLEY H. RUTTENBERG, DIRECTOR OF RE- 
SEARCH, AFL-CIO; ACCOMPANIED BY BERT SEIDMAN, ECONO- 
MIST, RESEARCH DEPARTMENT, AFL-CIO 


Mr. Rurrenserc. Thank you very much, Mr. Chairman. 

I am accompanied this morning by Mr. Bert Seidman, economist 
in the research department of the AFL-CIO. 

I appreciate the opportunity to appear before this subcommittee 
on behalf of the American Federation of Labor and Congress of In- 
dustrial Organizations to support the proposal for authorizing U.S. 
participation in the International Development Association contained 
in H.R. 11001, introduced by Representative Brent Spence, the dis- 
tinguished chairman of this committee. 

t me state at the outset, Mr. Chairman, that the AFL-CIO par- 
ticularly welcomes the establishment of the International Develop- 
ment Association because we have long favored efforts to inerease 
economic assistance to the less developed countries through multi- 
lateral agencies. 

This position was reaffirmed at the most recent AFL-CIO conven- 
tion which met last September. I have attached to my testimony that 
part.of the convention resolution on international policy which relates 
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to foreign economic policy. I respectfully request that this attach- 
ment be made a part of the record of this hearing. 

Mr. Spence. That may be inserted in the record at the conclusion 
of your remarks. 

Mr. Rurrenserc. Thank you, Mr. Chairman. 

In the convention resolution to which I have referred, the AFL-CIO 
frankly stated that, for some time to come, the largest part of economic 
assistance would have to continue to be extended through U.S. 
agencies. 

But the resolution urged that our foreign economic effort should in- 
creasingly be channeled through international and regional organiza- 
tions. Such assistance should be on a sufficient scale and on a long- 
term basis. 

The convention resolution specifically called for effective U.S. 
financial support for and participation in the proposed International 
Development Association as an essential part of an expanded, long- 
term, and fully effective program of economic and technical assist- 
ance to the industrially less developed nations. 

Moreover, the resolution urged that the assistance provided by the 
International Development Association should take the form of low- 
interest loans repayable in local currencies. 

Before discussing some of the specific aspects of the International 
Development Association proposal, I should like to mention one gen- 
eral consideration which we find most encouraging. I refer to the 
a support which has been given to the IDA here in the United 

tates. 

We in the labor movement are proud of the leadership role the 
United States has had in the development of this challenging new con- 
cept for aiding worldwide economic progress. 

We are particularly gratified by the fact that leading spokesman of 
both our political parties have been in the forefront of this effort. It 
was a Democratic Member of the Congress who first put forth the 
idea. It has been promoted vigorously, both in our own country and 
in the appropriate international bodies, by a Republican President 
and the members of his Cabinet. 

The AFL-CIO is glad to have been a supporter of this proposal 
from the beginning. 

I had the privilege of appearing before this subcommittee just 1 
year ago to support the authorization you were then considering for 
necessary funds for the International Monetary Fund and the Inter- 
national Bank for Reconstruction and Development (World Bank). 

At that time I stated that, while these two agencies have undoubtedly 
played a very important role in assisting economic development, they 
nevertheless have relatively limited functions which must be supple- 
mented by other programs to aid economic growth in the less. developed 
countries. If I may, I should like to restate a brief portion of what 
I then said: 


The International Bank for Reconstruction and Development plays a direct 
role in economic development, but only in a relatively restricted area. The 
IBRD makes only what may be called bankable loans. These are at the going 
interest rates for customary repayment periods and repayable in hard currencies. 

The extent to which countries may obtain IBRD loans is determined. by their 
ability to repay such loans, and this, in turn, is determined by the type of 
projects for which the loan is sought—particularly the amount of revenue they 
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are likely to produce—and the overall ability of the country to earn foreign 
exchange. As already indicated, the projects financed by International Bank 
for Reconstruction and Development loans do not include “social capital” proj- 
ects such as schools and hospitals, nor do they ordinarily include technical 
assistance, except incidentally. They do not even ordinarily include such proj- 
ects as highways which do not immediately produce revenue, particularly where 
a country does not have general ability to repay in hard currencies. Yet 
projects of the types that are not covered by International Bank for Recon- 
struction and Development loans are vital not only to improve the living condi- 
tions of the people of the underdeveloped countries but also for economic growth 
itself. 

The proposed IDA will help to fill that gap. It will make loans 
under less stringent conditions than the International Bank for Re- 
construction and Developinent for a variety of projects in less de- 
veloped countries. 

These projects will make an important contribution to basic economic 
growth in the less developed countries, but they are projects which are 
not and, for the most part, cannot be assisted by the International 
Bank for Reconstruction and Development. Yet, since the Interna- 
tional Development Association will be administered by the Inter- 
national Bank for Reconstruction and Development, its activities will 
be very closely coordinated with those of the older agency. 

The initial capitalization proposed for the International Develop- 
ment, Association is $1 billion. ‘The U.S. share of this amount would 
be approximately $320 million, while the contributions of the other 
economically stronger nations would be approximately $443 million. 
All of these funds would be in convertible currencies. The remaining 
$237 million would be subscribed by the less developed countries them- 
selves, and 10 percent of this amount would be in convertible cur- 
rencies. 

The proposal in its present form specifies that these amounts are 
intended for a 5-year period. On that basis, the administration has 
requested only $73,666,700 for fiscal 1961 and $61,655,000 for each of 
the subsequent 4 years. 

As I shall indicate in a moment, we regard these amounts as being 
much too restrictive in view of the size and scope of the job that 
urgently needs to be done. 

The Tisurnational Development Association will make available 
loans on flexible terms which are especially suitable to meet the re- 
quirements and capacities of less developed countries. 

It is true that the International Bank for Reconstruction and De- 
velopment and the Export-Import Bank have assisted industrializa- 
tion in the less developed countries. However, these sources of funds 
have been limited in two important ways in meeting the economic 
development requirements of these areas. 

First, their assistance has been limited to what may be called hard 
or bankable loans; that is, they have made their funds available only 
at going interest rates for customary repayment periods and repay- 
able in hard currency. 

Second, because of the stringent nature of these loans, they have 
been available only for types of projects which are immediately rev- 
enue producing and largely self-liquidating. 

The International Development Association, on the other hand, will 
make loans on flexible terms and for any sound purposes which con- 
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stitute an integral part of a less developed country’s overall economic 
development program. 

The fact is that most of the less developed countries have reached 
the limit of their economic capacity to assume the financial responsi- 
bility of additional hard loans. For this reason, the International 
Development Association will make loans including some combina- 
tion of the following features: Low interest rates, long maturity pe- 
riods, “grace” i before repayment must begin, and repayment 
in local currencies. 

During the discussion on the International Development Associa- 
tion at the meeting of the Board of Governors of the International 
Bank for Reconstruction and Development last October, some fears 
were expressed that the influence of individuals with the traditional 
bankers’ point of view in the IBRD might outweigh in the councils of 
that organization the views of those who recognize the need for flexi- 
ble, nonbankable loans for economic development in the less developed 
countries. 

We recognize that, as of now, the organizers of the International 
Development Association have fully subscribed to the need for the 
new organization to have a flexible lending policy. 

We sincerely hope that they will not deviate from that policy and 
veer in the direction of a hard-loan policy. Such a change, in our 
opinion, would smash the hopes of those who look to the International 
Development Association for meaningful support for economic ad- 
vances in the less developed countries. 

I would emphasize at this point, Mr. Chairman, that organized 
labor in the United States will continue to endorse U.S. participation 
in and support for the International Development Association onl 
as long as the International Development Association maintains pol- 
icies fully attuned to the needs and capacities of the less developed 
countries. 

Indeed, we would urge this committee in its report to the Congress 
to recommend that continued U.S. support for the International De- 
velopment Association be made conditional upon its maintaining a 
flexible lending policy and that U.S. support be withdrawn if the 
International , Besse Aba Association should adopt a hard, bank- 
able loan policy. 

According to the articles of agreement of the International Devel- 
opment Association, it would be authorized to finance, within the 
limits of available funds— 
any project * * * which will make an important contribution to the develop- 
ment of the area or areas concerned, whether or not the project is revenue 
producing or directly productive. 

Thus, the funds can be used not just for revenue-yielding projects, 
but for roads, communication, housing, sanitation, education, and 
other projects. These are projects which may yield no immediate 
monetary returns, but will in time pay for themselves many times over 
by their invaluable contribution to the expansion of the entire econ- 
omy. While they may not be appropriately financed by bankable 
loans, they are tremendously important from the point of view of 
achievement of sound economic progress in the less developed areas. 
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T have already stated that the AFL-CIO has long favored the idea 
of channeling an increasing proportion of our economic assistance to 
the less developed lands through multilateral agencies. 

True, it cannot be expected that the International Development 
Association or other multilateral or regional agencies will establish 
themselves on a broad enough scale so quickly as to make unnecessary 
further bilateral aid programs. 

On the contrary, we believe that the United States, through the 
technical cooperation program and the Development Loan Fund, 
should considerably expand its bilateral economic assistance effort 
until the International Development Association and other multi- 
lateral organizations are prepared to effectively take over the major 
responsibility. 

But we should work toward that goal, for there are some very im- 
portant benefits to be derived from the multilateral approach to eco- 
nomic assistance. Perhaps the most important advantage is that the 
International Development Association, as a multilateral organiza- 
tion, will be a genuinely cooperative undertaking of free-world 
nations, both developed and less developed, in which they can pool 
their financial and technical resources. 

From the U.S. point of view, this is important because it means that 
we alone will not be shouldering the entire financial burden. 

But there are other gains in the multilateral approach. The skills 
and talents of individuals in all member countries will be available 
to advance the program as rapidly as possible. 

Moreover, an international agency 1s much less likely to offend the 
sensibilities and pride of recipient nations. This means that a multi- 
lateral agency can state its recommendations for effectively and effi- 
ciently carrying out the programs it helps to finance in much stronger 
terms than can a single lending country. 

There is still another advantage in the multilateral approach. As 
we know from our own experience, even the best of motives of lending 
countries are sometimes questioned by people in borrowing countries. 
They may suspect that the lending country is motivated principally 
by political considerations or by its own narrow economic interests. 

The Soviet Union and its satellites have not hesitated, of course, to 
heap coals on this smoldering fire of suspicion, although their own 
activities in this field are, in the main, directed toward their political 
interests. 

But an international agency such as the International Develop- 
ment Association, in which virtually all free-world nations partici- 
pate, will not be as vulnerable to such attacks. Its stated objective 
of contributing toward the economic advancement of the entire free 
world is much more likely to be accepted at face value, and this ac- 
ceptance of good faith in itself is likely to be a tremendous asset 
in the cooperative drive to accelerate the pace of economic advance- 
ment. 

The foregoing comments should certainly make clear our whole- 
hearted support for U.S. participation in the International Develop- 
ment Association. Our only concern is that the resources which are 
to be made available for the International Development Association 
seem to be entirely too small to accomplish more than a small frac- 
tion of the job to be done. 
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Just 10 days ago, on March 6, the New York Times reported that 
in the first 9 weeks of 1960 the U.S.S.R. had committed itself to. 
credits of almost $700 million in five countries not in the Soviet bloc 
in Asia, Africa, and Latin America: United Arab Republic, Indo- 
nesia, Cuba, Guinea, and Afghanistan. 

In addition, during this same short period, the Soviet Govern- 
ment announced additional aid will be extended to two underde- 
veloped Communist countries, Outer Mongolia and North Korea. 

We know that there are grave dangers to world freedom when these 
as yet uncommitted countries accept Soviet assistance. We know 
that the Soviet Union wants to make them the same kind of satellites 
as Outer Mongolia, North Korea, and other Communist countries now 
under the Soviet yoke. But the fact remains that the Soviet Union 
has entered the foreign aid picture in a big way, and this we can ig- 
nore only at our own peril. 

We must recognize that, unless the more fortunate, industrially ad- 
vanced nations of the free world, and especially the United States, 
which is still by far the richest, are prepared to make available to the 
less developed countries economic assistance on a scale commensurate 
with their minimum needs, they will reluctantly, but inevitably, turn 
to the Soviet Union. 

This is an important reason for increasing the capitalization of the 
International Development Association substantially above the pres- 
ently contemplated level, but it is by no means the only one. 

Mr. Chairman, as Paul Hoffman has recently reminded us, the aver- 
age per capita income in 100 countries in the non-Communist world 
is $100 per year. In more than half of these countries the figure is 
actually below $100 per year, including such important countries as 
India, South Korea, Pakistan, Thailand, and Vietnam. 

During the decade of the 1950’s, per capita income in these areas 
grew by only 1 percent or $1 a year. People who are no longer willing 
to submit to the age-old yoke of hunger, disease, and poverty will 
not: long be satisfied with that kind of snail’s-pace progress. If we 
cannot help them in their yearning for a better life, they will inevita- 
bly look elsewhere for assistance. 

Experts have estimated that, if $3 billion a year additional could 
be made available to less developed countries, this would make pos- 
— a growth rate in the 1960’s in such countries twice that of the 

50’s. 

Let me hasten to say that, in the 100 countries to which I have pre- 
viously referred, this would by no means bring on the millennium. 
But it would, at least in some of these countries, permit breakthroughs 
toward the ultimate goal of putting their economies on a self-sustain- 
ing basis. 

It would also immeasurably improve prospects for raising now 
intolerably inadequate living standards by significant amounts. 
These are goals well worth striving for. ‘ 

If this extremely modest objective is to be reached, the Interna- 
tional Development. Association must be equipped to make a major 
contribution toward its achievement. Let me point out that the $70 
million or so a year the administration is prepared to allocate to the 
International Development Association during the next 5 years 
amounts to only about one-hundredth of 1 percent of our gross na- 
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tional product and only about one-fourth of 1 percent of the annual 
increase of gross national product we should easily attain. 

Roughly the same proportions hold true for the other countries 
expected to provide the bulk of the funds. 

Surely, the industrial nations of the free world, and especially the 
United States, can afford to devote more than the puny resources thus 
far allocated to assure real progress in the drive to eliminate hunger, 
want, illiteracy, and sickness in the uncommitted less developed coun- 
tries. 

We therefore strongly urge this subcommittee by all means to recom- 
mend authorization for U.S. participation in the International De- 
velopment Association in accordance with the present proposal. But 
we also express the hope that you will recommend that at the earliest 
opportunity the United States take the lead in expanding the re- 
sources of the IDA so that it will be assured of at least $1 billion a 
year. 

(The excerpt from Resolution No. 110 is as follows:) 


ForeIGN Economic Poticy—Excerpt FroM, RESOLUTION No. 110? 


The possibility of economic development and industrialization has brought 
to hundreds of millions of people in the less developed parts of the world the 
hope that they can emerge from the age-old morass of poverty, disease, and 
hunger. Many millions of these people live in newly independent countries 
where political awakening has been accompanied by a determination to improve 
their way of life. ' 

Escape from poverty with the assurance of freedom is possible in these lands 
only if economic cooperation is forthcoming from the more industrialized na- 
tions. While we hope that other countries will make whatever contributions 
they can to this effort, the United States, as the wealthiest and most industrially 
advanced country in the world, should continue to make the major contributions 
toward helping economic growth in the less developed countries. 

Although the largest part of this assistance will for some time continue to be 
extended through U.S. agencies, our foreign economic effort should increasingly 
be channeled through international and regional organizations. It should be on 
a sufficient scale and on a long-term basis. 

Economie progress fostered by our cooperation should assure the maximum 
tangible benefits to the people in the aided areas. The fruits of economic de- 
velopment must be widely shared, and the foundations laid for an economic 
structure in the less developed countries which will strengthen the forces of 
freedom and democracy. An effective and equitable foreign economic program 
will also lessen the growing threat of the Soviet bloc to utilize its own economic 
assistance program to forge political bonds with and subvert the less developed 
countries. 

The AFL-CIO calls upon the Congress toa authorize an expanded, long-term 
and fully effective program of economic and technical assistance to the indus- 
trially less developed nations. This program should include: 

1. A long-term authorization for 5 years of a minimum of $1.5 billion a year 
for the Development Loan Fund to make loans for economic development on a 
basis appropriate to the financial capacity of recipient countries. These funds 
should be made available without requirement of year-to-year appropriation. 

2. Effective U.S. financial support for and participation in the proposed 
International Development Association, Latin American Development Associa- 
tion, and other regional development associations that may be organized to 
provide long-term, low-interest loans repayable in local currencies through 
international or regional channels for economic development in less developed 
areas. 

3. Expanded support for technical cooperation programs through both U.S. 
and U.N. agencies. 


1This resolution was adopted at the third convention of the AFL-CIO, September 1959. 
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4. Expanded programs to distribute surplus foods and fibers abroad in order 
to help improve living standards and assist economic development in the less 
developed countries. 

Mr. Spence. Thank you, Mr. Ruttenberg. You have made an ex- 
cellent statement. 

Are there any questions ? 

Mr. Mutrer. Mr. Chairman. 

Mr. Spence. Mr. Multer. 

Mr. Mutrer. Mr. Ruttenberg, I agree with the chairman that you 
have made a very fine statement. 

Tell me, suppose we change seats for the moment and you were a 
Member from my district. How could you justify to the people of 
my district legislation or attempts to legislate so as to require higher 
interest rates on loans repayable in dollars by REA, by TVA, for 
slum clearance, for reclamation, soil conservation, and at the same 
time justify making soft loans to foreign countries at low interest 
rates ¢ 

Mr. Rurrenserae. Congressman Multer, I wouldn’t have much 
trouble with that problem at all if I were a Congressman from your 
district, because I would not be advocating a high interest rate policy 
in the United States. I would be greatly against the proposal to 
eliminate the ceiling on long-term bonds which has been a bill which 
has been reported out by the Ways and Means Committee. 

I think this is an area that 1 agree with you fully on. I think 
the interest rates on home loans, for local and State governments, 
are much too high, and they are high because of the wrong monetary 

olicy followed by this administration and the Federal Reserve 

oard. Therefore, I would be trying to, in effect, say, “Let’s extend 
to the people of the United States the kind of interest rate loans that 
they ought to have for their economic development, and then let’s 
also extend these same kinds of loans to the other people in the world 
that ought to have them as well.” 

Mr. Mutrer. I am in complete agreement with what you say, and 
in complete agreement for the need for this kind of a program. 

Where it should go, I may be in disagreement with, with the ad- 
ministration and possibly with you, as to who should have jurisdic- 
tion over the program. But the question then presents itself: You 
and I are in agreement on these things, particularly on the domestic 
scene; should we do this at this time ¢ 

Is this timely now, when the administration is pushing up interest 
rates on the domestic scene? Or shall we wait for an administration 
that will give us a fair interest rate at home ? 

Mr. Rurrenserc. I don’t think we will have to wait very long 
for the latter, Mr. Multer. I think the elections are in November. 
We might well have that administration come next January; at least, 
I hope so. Some of your associates on the committee might not agree 
with me. 

Mr. Mutter. I am sure the majority of the committee agrees. 

Mr. Rutrrenserc. Yes. I am sure of that, too. 

Mr. Kizgurn. Will the gentleman yield ? 

Mr. Mutter. Surely. 

Mr. Kirsurn, Of course, Mr. Ruttenberg, you and I have disagreed 
before. But it always gets me a little bit when anyone says that the 
administration sets the interest rate. 
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The interest rates are set by the law of supply and demand. That 
is what sets the interest rates. If you pass a law, let’s have the in- 
terest rate at 1 percent for anybody. 

Mr. Mutrer. Let’s leave that debate between Mr. Kilburn and 
myself for another time, as to who fixes the interest rate. 

Mr. Rurrenserc. I would be only too happy to inject myself in 
that, discussion. 

Mr. Kuzurn. I agree it is not germane to this bill. 

Mr. Rurrenserc. Mr. Kilburn and I exchanged remarks on this 
subject before the Joint Economic Committee sometime ago. 

Mr. Srence. I don’t believe we can settle all those questions here. 

Mr. Rurrenserc. I agree with you, Mr. Chairman. 

Mr. Spence. It would be a waste of time to discuss it here. How- 
ever, I am heartily in accord with your predictions. 

Mr. Mutrer. Mr. Chairman, to come back to the bill, leaving the 
interest rate out of it for another time between Mr. Kilburn and 
myself, you refer, Mr. Ruttenberg, in your statement, to the fact that 
since the beginning of the year there have been loans made to the 
United Arab Republic, Indonesia, Cuba, Guinea, and Afghanistan. 

Would you justify the making of the loan by the World Bank to 
the United Arab Republic, at a time when that Republic was de- 
liberately violating its international obligations and was insistent 
that it was a belligerent at war with one of its neighbors ? 

Mr. Rurrenserc. Let me clear up two points. 

1. As far as the statement in my testimony is concerned, the $700 
million of credits are those made by the Soviet Union to the United 
Arab Republic, Indonesia, and the other countries mentioned. So, 
that is not associated with the problem. 

But the problem you raise is a totally different one, and I have 
my own personal views on that problem. I frankly am in agreement 
with you that, as long as the United Arab Republic is in violation of 
the United Nations commitment to permit free access to the Suez 
Canal and denies transit, therefore, to the products and ships of a 
particular country in the Middle East, it is in violation of the United 
Nations directive. But that is another problem. It isn’t one that I 
referred to in my paper here, where $700 million had been made 
available by the Soviet Union directly to these countries. 

Mr. Murer. Well, you are supporting this bill. 

Mr. Rurrensera. I am supporting this bill. 

Mr. Motrer. This bill not only sets up the International Develop- 
ment Association, but it also puts the control and management of 
TDA in the World Bank. 

Mr. Rurrensera. That is right. 

Mr. Mutter. If we disapprove of what the World Bank has done 
as a matter of policy, with a very recent loan, and immediately after 
making the loan to this alleged belligerent violating its obligations, 
to emphasize its intent to continue such misconduct, it seized another 
shipment transiting the canal and then declared it would continue 
its warlike efforts to annihilate its neighbor. If that is the policy 
of the World Bank, I don’t want the World Bank to have jurisdiction 
over IDA, much as I want IDA. 

_ Mr. Rurrensere. I agree with you that it is wrong, in my humble 
judgment—and here I am only speaking my own personal opinion— 
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for the World Bank to do what it has done in terms of its loan to 
the UAR. I think also it would be wrong to refuse to set up in the 
World Bank an organization similar to the IDA. 

I don’t think two wrongs will make a right. I don’t think, just 
because we disagree with the procedure they used in granting the 
loan to the UAR, that that in itself should be reason enough to say 
that we ought to deny and not set up an International Development 
Association, because the requirements for nonbankable loans, repay- 
able in local currencies at low interest rates over long periods of 
time, are a great, crying need of the less developed countries of the 
world. And this we need. . 

Just because the World Bank may have made a mistake in con- 
nection with one loan to the Arab Republic is no reason to say we 
ought not set up the IDA under their jurisdiction. 

Mr. Mutter. You misunderstand. I am urging we don’t give the 
World Bank jurisdiction unless it changes its policy. 

Suppose next week the World Bank said they would make a loan 
to Cuba while Cuba is shaking its fist at us. We are not afraid of 
Cuba, of course. But when a nation is carrying on vis-a-vis our 
country as Cuba is today, should we make them any loans? 

Mr. Rutrrenserc. You are asking a rhetorical question. 

Mr. Mutter. I don’t think so. 

Thank you, Mr. Chairman. 

Mr. Spence. May I suggest that we will either have IDA or no 
organization at all, because this is the result of the action of 68 na- 
tions who have agreed to associate themselves for this purpose, and 
that is the only question that is before the House and the only ques- 
tion before the committee: whether or not we will accept the articles 
of agreement for the organization of IDA. 

If we don’t organize this, we cast this aside and there is nothing 
to vote on. There is no other organization, multilateral organization, 
that we could set up at this time. 

Mr. Mouurer. Mr. Chairman, Congress has in the past, and can 
again, exercise its judgment and its discretion and tack onto a bill 
like this appropriate restrictions, so that the policy we believe in 
will be implemented by whoever is going to be entrusted with this 

rogram. 
‘ r. Spence. Well, that would be a change in the proposition which 
has been submitted and has been agreed to by all the nations. 

The only objection you have, Mr. Ruttenberg, to the organization 
of the IDA, is that there is no provision for enough funds to ade- 
quately do the job? 

Mr. Rourrenserc. That is right, Mr. Chairman. That is no ob- 
jection to setting it up now. It is just a word of caution that we 
ought to be considering appropriating even more money and trying to 
get the rest of the nations of the world to agree to increase the capital 
authorizations of the IDA. 

Mr. Spence. Isn’t it a fact, too that the undeveloped nations of 
the world, filled with people who are hungry, discontented, and de- 
spairing, are the trouble spots that sometimes produce international 
disagreements and often war, and don’t you think that the passage 
of this bill would have the effect of securing, to some extent at least, 
the peace of the world? 
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Mr. Rurrenserc. Well, I think, to the extent—I agree with you, 
Mr. Chairman, to the extent that you can reduce disease, poverty, 
hunger, and undernourishment throughout the world in less devel- 
oped countries, the greater opportunity you give these people for 
development of their own living standards, the less likely they are to 
fall under the influence of the Communist world. 

Mr. Spence. Are there further questions ¢ 

(No response. ) 

Mr. Srence. If not, you may stand aside, Mr. Ruttenberg. We are 
very glad to have your statement. 

Mr. Rurrenserc. Thank you very much, Mr, Chairman. 

Mr. Spence. We appreciate this statement on behalf of the great 
organization your represent. -_ 

Mr. Rourrenserc. Thank you, sir. 

Mr. Srence. Our next witness will be Mr, James J. Saxon, at- 
torney, First National Bank of Chicago. 

Mr. Saxon, we are very glad to have your views on the subject. We 
know you have appeared here before on matters affecting the Inter- 
national Bank for Reconstruction and Development and the Inter- 
American Bank. 

We are glad to have you, not only because your words have weight 
with the committee, but you represent, I believe, the largest bank 
between New York and San Francisco, in the United States. The 
chairman of your board, Mr. Brown, was one of the great advocates 
of the organization of the International Bank for Reconstruction 
and Development, and was a delegate to Bretton Woods. He took a 
prominent part in the consideration of that subject at Bretton Woods. 

He was one of the few bankers that favored it, and he carried a 
great deal of weight and exercised a powerful influence in the organ- 
ization of the International Bank. 

We are glad to have your views. 


STATEMENT OF JAMES J. SAXON, ATTORNEY, ON BEHALF OF THE 
FIRST NATIONAL BANK OF CHICAGO 


Mr. Saxon. Thank you, Mr. Chairman. I am very glad to have the 
opportunity to appear before you today. 

‘he legislation before this committee, H.R. 11001, provides for 
participation by the United States in the proposed International De- 
velopment Association. 

U.S. participation has been strongly recommended to the Congress 
by the President. Creation of the International Development Asso- 
ciation as an affiliate of the International Bank was formally proposed 
to the member governments of the International Bank by Secretary 


of the Treasury Anderson. 


A study of its desirability undertaken by the National Advisory 
Council on International Monetary and Financial Problems at the 
request of the U.S. Senate resulted in a recommendation to the Presi- 
dent and to the Congress of acceptance of membership by the United 
States. 

Other member governments of the International Bank also recom- 
mended the creation of the proposed Association, and it seems likely 
that most will participate as members. 
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The International Development Association is designed as a vehicle 
for a multilateral sharing of the cost of assisting the economic devel- 
opment of the low-income, low-capital countries. 

It is a relatively new concept in international public finance, origi- 
nated, developed, and sponsored primarily by the United States. 

It is an extension in the international sphere of the principle 
adopted on a more limited basis last year in the form of the special 
fund operations of the Inter-American Development Bank. This 
principle was apparently first given effect in the adoption in 1957 of 
the Development Loan Fund as an instrument of U.S. foreign policy. 

The growing demands of peoples in the less developed countries 
for improved economic well-being and opportunity have generated 
development and industrial programs requiring a measure of capital 
equipment, technical skills, and other resources exceeding the present 
capacity of these countries. 

he United States has an inescapable political and economic in- 
terest in providing a reasonable measure of such assistance, consistent 
with and limited by considerations of our national policy relating to 
the budget, taxes, foreign competition, the competing demands for 
economic assistance of our own citizens and communities, our balance 
of payments, and the overriding consideration of the stability of the 
dollar at home and abroad. 

The essence of the International Development Association is the 
soft loan. In conventional private or government finance, a soft loan 
is a self-evident contradiction in terms. 

Yet the very nature of the problem sought to be met by the creation 
of the Internationa] Development Association dictates the use of such 
a device, as the borrower from the International Development As- 
sociation will ordinarily lack the financial capacity to assume a sub- 
stantial dollar or other hard-currency obligation due either to the 
borrower’s basic economic weakness or to the burden of such an obli- 
gation on its limited hard-currency exchange. 

Moreover, it would seem that the alternative to the soft loan is the 
pure grant-in-aid, which would appear to be a highly undesirable 
alternative. 

Loans by the International Development Association are, except in 
special circumstances, limited by its charter to specific projects. Un- 
qualified discretion is vested in management with respect to the selec- 
tion, form, and terms of any such loan. 

Relative to the total cost of any specific project to be undertaken, 
the amount of outside capital will more frequently than not be large, 
although in some instances marginal outside capital may be sufficient 
to finance a project. 

Management by the International Bank warrants the belief that 
proposed projects will be carefully selected and evaluated as to their 
practicality, productivity, availability of local skills and material re- 
sources, competent and responsible cooperation by the borrowing gov- 
ernments, the capacity of the borrowing country to absorb a proposed 
infusion of capital without unfavorable impact, and other essential 
requirements. 

In this process, one cannot overemphasize the practical value to 
successful management of the combined voice and judgment of all of 
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the member countries of the Association, uninhibited and undomi- 
nated by the specific national political interest of any member. 

Management of the Association according to such principles and 
standards would give reasonable assurance that real and productive 
value will be sought from the use of these loan proceeds. 

Such a policy will in the long run enhance the prospect of repay- 
ment, put the Association on a sound revolving basis, and provide 
the necessary foundation for a viable and respected international in- 
strument of economic development. 

The International Development Association is a proper recognition 
that all industrialized, large capital-producing countries must assume 
some, and it is hoped an ever-increasing, share of the cost of the basic 
economic development of the less favored nations, a responsibility here- 
tofore largely undertaken and borne by the United States through 
the Development Loan Fund and the other large foreign economic 
assistance programs of the United States. 

The remarkable revitalization and expansion of the productive 
capacity of other industrialized nations since the end of World War 
II, accomplished primarily by the use of their own resources and know- 
how, but also by a fast and necessary capital inoculation by the 
United States, affords these fortunate nations the capacity and oppor- 
tunity to increase their capital outflow to the needy areas. 

It seems clear that other industrialized countries have not extended 
such capital assistance in a measure commensurate with their in- 
creased, and ever-increasing, capacity to do so. 

Indeed, exports from these industrialized countries to the needy 
areas have to an important extent been indirectly financed by the 
United States, notwithstanding that these countries are now able to 
finance such exports themselves. 

The United States, meantime, has continued for some years to carry 
a heavy burden of capital outlay for foreign economic reconstruction 
and development, now particularly severe in the face of the continuing 
adverse balance-of-payments position of the United States. 

These facts and circumstances seem, to us, to argue strongly for the 
creation of the International Development Association and for con- 
gressional approval of U.S. participation therein, so that a substantial 
beginning may thereby be made toward sharing the cost of economic 
development by other countries having the capacity to do so. 

The problem of financing the economic development of the less de- 
veloped countries is a long-range and formidable one. It will require 
a large amount of capital made available over a long period of years, 
not a dramatic infusion of the largest available capital in the least. pos- 
sible time. If balanced, sustained, and graduated long-term economic 
growth is the proper goal, as we believe, then the infusion of capital 
must similarly be balanced, sustained, and graduated over the long 
term. 

This fundamental principle underlies the successful operation of 
the International Bank. The same basic principle should, in our 
opinion, apply to the operations of the International Development. 
Association. So administered, the Association could well become the 
one, dominant, long-range instrument on which all free nations—in- 
cluding the United States—will primarily rely in funneling their re- 
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spective capital contributions toward financing the growth of the less 
developed countries. 

In conclusion, we believe that there are good and sufficient reasons, 
economic and financial as well as political, to support U.S. member- 
ship in the International Development Association, and we therefore 
favor the proposed legislation. 

Mr. Chairman, that concludes my statement. 

Mr. Spence. Thank you, Mr. Saxon. 

Are there any questions ? 

Mr. Movrer. Mr. Chairman. 

Mr. Spence. Mr. Multer. 

Mr. Mctrer. Mr. Saxon, you always make a good and very ef- 
fective statement when you come before our committee. It is always 
a pleasure to have you with us. 

Mr. Saxon. Thank you, sir. 

Mr. Mutter. In the proposed agreement or articles of association, 
section 5, there is a provision that permits the Association to borrow 
funds. Do you think it possible for this Association, once it is set 
up, to borrow funds on the public market ? 

Mr. Saxon. I think it may prove very difficult, indeed. Certainly, 
in the initial stages. 

Mr. Mutter. Just one other thing, Mr. Saxon. Could you see any 
objection to, in the bill that we may report, assuming we do report 
a bill, adding a proviso to it that will require the members of this 
Association to agree that no loan or advance under a commitment. to 
lend should be made by the International Development Association 
to any member who claims to be at war with any other member? 

Mr. Saxon. Mr. Multer, I would think this would present a com- 
plex and delicate question. 

As you know, charter provisions, both of the International Bank 
and of the proposed International Development Association, ex- 
pressly provide that only economic considerations shall be taken into 
account in selecting and approving loans. 

The introduction of factors other than economic considerations 
could present, looking at the question broadly, some rather delicate 
problems. 

Mr. Mutter. Isn’t that a very important economic factor to be 
taken into account, as to whether or not the borrower is at war? 

Mr. Saxon. Indeed, it may be, but what circumstances may exist 
in a particular situation in the future are hard to envisage. 

Mr. Mutrer. You see, that is why I was careful in the choice of my 
language. I am not leaving it to the Board or the managers to say 
that the country is at war. It may bea riot or a civil commotion short 
of war. I said a country that claims to be at war. 

Mr. Saxon. Yes. 

Mr. Mutter. There must be the assertion by the country that it is 
at war with another member. I also have in mind the possibility 
that, if the Soviet Union should move in on one of these members, 
there may be a warlike situation, and we may want to make loans to 
that member of the Association, one of the free nations. 

Mr. Saxon. Yes. 
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Mr. Murer. But when one of these free nations says it is at war 
with another member, also a free nation, should the Association get 
in the middle of it? Shouldn’t it stay out ? 

Mr. Saxon. I don’t intend at all to minimize the importance of the 
point you make, but I think, practically, it would be very difficult 
to deal within the frame of this Association, and may well threaten 
its ultimate development and ultimate organization, since at this stage 
agreement has already been reached among the negotiating countries. 

Now, I don’t by that statement mean to say that the U.S. Congress 
‘an’t attach conditions, if it wishes, to its acceptance of membership, 
but this fact does pose, as you know, a serious problem for the organ- 
ization in terms of the state of its present development. 

Mr. Muvrer. And a very real situation. We have seen it happen 
between the World Bank and the United Arab Republic, and suppose, 
in order to compete now with Russia, we were to make a Joan to Cuba. 
This Bank might want to move in there. We have never won a friend 
that way yet. With the situation as it is in Cuba today, should this 
Bank or Association make a loan to Cuba? 

Mr. Saxon. Let’s face it, these questions are extremely difficult and, 
I am sure, very delicate for the delegate of the U.S. Government. But 
this is one of the reasons, it seems to me, strongly to support interna- 
tionalization of this type of financing. 

Mr. Mutrer. It all raises the question of whether or not the U.S. 
Government should lend its money or give its money to an interna- 
tional association of this kind and lose all control over it. 

We might very easily find a situation where our own money would 
be being used against us, and I think we must guard against it. 
Whether this is the language to guard against it or not, I am not sure. 
I am certain in my own mind that we must guard against this kind 
of situation. 

Thank you, Mr. Chairman. 

Thank you, Mr. Saxon. 

Mr. Srence. Of course, it seems to me that the Congress of the 
United States doesn’t have entire control of this organization. We 
haven't even the majority of funds invested in it, and it is a question 
that will have to be agreed to by the nations that are participants. 

I don’t think we can legislate, unless we have another agreement 
which is submitted to the organization, and the proposition would 
come here again from the proposed members of the organization. I 
don’t think we have the authority to legislate about that agreement 
and as to what should be the conduct of the Bank or the Fund. 

Mr. Murer. Mr. Chairman, I think we can write into this legisla- 
tion any protective clause that the United States needs for its own 
protection, and make that a condition of our getting into it, and it is 
only a matter of simply submitting it to the other countries. And if 
any of the other countries don’t want to come into a proposition of 
that kind, I don’t think they mean well by us, and they can drop out 
of the Association. 

On the other hand, I think most of them, if not all of them, 
would probably agree to that kind of a condition. I don’t think 
any of them would dare say, “If we go to war with our neighbor, 
you must lend us money so we can carry on that war.” 
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Mr. Sprence. Well, I think that is a fair statement. But I say 
I don’t think we have the authority to legislate on it at this time. 
I think we have to consider the passage of this bill and present. it 
to the House. If that is the objective, I don’t think we should, 
because I don’t think Congress has the authority to go into that. 

Mr. Mutter. As we were told by the Secretary and Mr. McCloy 
yesterday, Secretary Anderson, we can’t get this organization into 
operation before another year. The best we can hope is maybe to 
be ready to go by the al of the year. 

After we pass this bill, we have to get an appropriation. After 
the appropriation is passed, each of these countries must make their 
contributions. They can’t possibly get going before the end of the 
year, and, if we put in a condition on which the other countries 
must agree to, it can be submitted to them by our Secretary of the 
Treasury, and we can get an answer back long before IDA is ready 
to go to work. 

Mrs. Grirrirnus. Mr. Chairman. 

Mr. Spence. Mrs. Griffiths. 

Mrs. Grirrirus. Thank you, Mr. Chairman. I would like to ask 
the witness this question: Of course, the purposes of this bill are 
not purely altruistic. We hope, as you point out, to halt the onward 
march of communism. Don’t we also hope to build up our own 
markets in the world? 

Mr. Saxon. I think we expect from such an operation as this an 
improved opportunity to do so. 

Mrs. Grirrirus. Yes. Now, I would like to ask you, since you 
are from Chicago, what efforts do your customers make to build up 
their own markets throughout the world? 

Mr. Saxon. Mrs. Griffiths, many of our large corporations, like 
Caterpillar Tractor, International Harvester, and others, devote 
extensive efforts and capital outlays to this purpose. Many, of 
course, have plants abroad in a goodly number of countries, not 
limited to continental Europe, but in the British Isles and other areas, 
as well. 

We in our international banking department cooperate quite broadly 
with a good many of these corporations located in this highly indus- 
trialized section of the United States, as you know it to be. Ameri- 
can business is striving greatly to expand wherever it feasibly can, 
given the nature of the risk, its foreign commitments. 

However, in certain areas, as in the case of some of the less devel- 
oped areas, the problems are immense, the risks enormous, so that 
the tendency naturally is to emphasize capital development in areas 
which present a more normal risk and prospect of repayment. 

Mrs. Grirritus. I would like to say I enjoyed your testimony and 
I approve of the bill, and I think it is very cheap insurance to risk 
$320 million in the world, first, to stop communism if it is possible, 
but, secondly, I think we need to assume this risk to help build our 
markets. And, finally, I think American business isn’t nearly aggres- 
sive enough in seeking these markets on its own. I think they should 
do better. 

Mr. Saxon. I would agree with you. There is certainly opportu- 
nity for more aggressive operation abroad, and I think this is becom- 
ing clearer, particularly the last year or two, as foreign competition 
gets ever more stringent. 
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Mrs. Grirrirns. And with much more judgment than they have 
done in the past. 

Mr. Saxon. I quite agree; yes. 

Mrs. Grirrirus. Thank you, Mr. Chairman. 

Mr. Spence. Are there further questions ? 

(No response. ) 

Mr. Spence. I just want to ask you this question, Mr. Saxon: Don’t 
you think this, being essentially a banking matter, that this help 
should be under the control of a banking organization such as is set 
up here, and that they would probably make more use of the soft 
currencies which are returned to them in payment of obligations than 
other branches of the Government which are not banking organiza- 
tions and are unable to use the ordinary banking methods? 

Mr. Saxon. Yes, sir. I believe that this organization does present 
one of the first practical opportunities for effective use of local cur- 
rencies, which up to now have been accumulating very substantially 
and without opportunity for effective economic use, development use, 
certainly. 

Mr. Spence. Mrs. Griffiths. 

Mrs. Grirrirus. Mr. Chairman, I have just been notified that the 
very attractive women who are in the room are from Maryland, and 
they are Mr. Foley’s constituents, and I am sure that they have 
selected a very good committee and a very interesting one to listen to, 
and I am sure that all of us are very happy to see them. 

Mr. Spence. Thank you. 

Mr. Halpern. 

Mr. Havrern. Mr. Chairman, first, I would like to commend the 
witness on the excellent testimony that he has presented here. 

Mr. Saxon. Thank you, sir. 

Mr. Harrern. Unfortunately, I couldn’t be here a little earlier be- 
cause of a conflicting committee meeting, but the part of the testi- 
mony I listened to was excellent, and I had a little opportunity to 
scan the earlier part, which I had missed. 

I have no questions, but I would like to concur with the remarks 
made by my colleague, the gentleman from New York. 

I was appalled, as many of us were in this committee and else- 
where, to see that the loan, for example, to Nasser, for the Suez, was 
actually granted by the World Bank. And I was distressed to see 
that our representation on the Bank voted for the loan. The excuse 
given was that it was purely a matter of economics, and not one of 
politics or diplomacy. 

Well, to me, it is not smart economics to give a loan to a borrower 
of questionable character, in this case one who flagrantly violated 
international law—and is continuing to violate it, and not to mention 
the morality involved—as an example, the boycott Nasser has estab- 
lished on passage through the canal. 

So, I agree with the gentleman from New York that conditions 
should be placed on these loans. Diplomacy, call it politics if you 
will, should play a hand. The Bank si done it before. It did it in 
the Sudan situation involving a World Bank loan. It placed con- 
ditions involving the India-Pakistan water resources treaty before it 
granted a loan, and so forth. 











68 INTERNATIONAL DEVELOPMENT ASSOCIATION ACT 

If we approve this—and, in principle, I am for this bill, but there 
should be safeguards, lest we help others who could very well use the 
money against our interest or principles. I agree with the gentleman 
from New York and hiscomments in that regard. 

Mr. Spence. Are there any further questions? 

(No one 

Mr. Spence. If not, thank you very much, Mr. Saxon, for your 
very fine statement. We hope you will often come here and give us 
the benefit of your knowledge and experience. We are always glad 
to see you. 

Mr. Saxon. Thank you, Mr. Chairman and members of the com- 
mittee. 

Mr. Spence. Our next witness is Mr. Hardwick, who represents 
the U.S. Chamber of Commerce. 

Mr. Harpwick. Mr. Chairman and gentlemen. 

Mr. Spence. Please identify yourself. We are glad to have the 
views of the great organization you represent. You may proceed as 
you please, without interruption until you get through with your 
statement. 

Mrs. Dwyer. Mr. Chairman. 

Mr. Spence. Mrs. Dwyer. 

Mrs. Dwyer. May I at this point say that the subcommittee is 
fortunate in having as a witness so distinguished a citizen of New 
Jersey, who has an outstanding record in the field of finance, and I 
would like to read into the record that Mr. Hardwick attended Prince- 
ton University, class of 1926. 

In 1927, he joined the municipal bond department of the Guaranty 
Co. of New York. 

In 1934, he was appointed manager, municipal bond department, of 
Edward B. Smith & Co., members of the New York Stock Exchange, 
which firm was merged with Barney & Co. in 1928. 

Since 1944, Mr. Hardwick has been a partner of Smith, Barney & 
Co., in charge of State and municipal financing. He has served as 
fmancial adviser to many State authorities and many public agencies 
in the development of financing of a self-supporting nature, primarily 
in the field of highway monetization. 

Mr. Hardwick is a member and former governor of the Bond Club 
of New York and the Municipal Bond Club of New York. 

He is also a member of the Municipal Securities Committee, In- 
vestment Bankers Association of America. 

Again, I say we are fortunate in having so outstanding a citizen 
from New Jersey to testify before this subcommittee. 

Mr. Muurer. We are also glad to find that he spends so much time 
in New York. 


STATEMENT OF C. CHEEVER HARDWICK, MEMBER OF FINANCE 
COMMITTEE, U.S. CHAMBER OF COMMERCE 


Mr. Harpwicx. Thank you. 

Perhaps I should say at this point that the main office of my firm 
is New York City. 

As Mrs. Dwyer mentioned, my name is Cheever Hardwick. I am 
a partner in the investment bank of Smith, Barney & Co. 
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We maintain our head office in New York, and have a number of 


other offices throughout the country and, in addition, we have been 


active for many years in international finance, primarily of an invest- 
ment banking nature. 

I am also a member of the Finance Committee of the Chamber of 
Commerce of the United States and am accompanied by the secretary 
of that committee, Don Lester Waage, and I am pleased to have an 
opportunity to appear here today to present the views of the national 
chamber on the proposed International Development Association. 

The chamber recommends that the Committee on Banking and 
Currency approve H.R. 11001. 

We believe the proposed Association should (1) be established as 
an affiliate of the International Bank for Reconstruction and De- 
velopment (World Bank), and, (2) limit its membership to World 
Bank members. 

Within this framework, the national chamber believes that IDA 
represents a practical way to do a necessary job. 

It has become increasingly apparent that the legitimate needs for 
development financing far exceed those which existing national or 
international “hard loaning” institutions can provide. Failure to 
provide some type of special assistance could have serious economic 
and political consequences. 

It is generally recognized that the share of the economic develop- 
ment burden placed upon the United States has become great, even 
though we have attempted to carry the burden through such facilities 
as the bilateral Development Loan Fund. 

The industrialized countries, such as Belgium, Germany, England, 
Japan, Italy, among others—those helped toward recovery following 
World War II—must now come forward to make their resources 
available on conditions which are consistent with the sustainable 
long-term growth of the borrowing country. 

This multilateral approach through IDA will stimulate a more 
active role on the part of the industrialized nations and will utilize 
an existing free-world financial institution, the World Bank. 

We believe that IDA will provide an appropriate means whereby 
such countries can participate to a greater degree with the United 
States in advancing necessary development funds upon terms within 
the capacities of the borrower to pay. 

The achievement of greater economic progress in the less developed 
areas of the world is vital to the United States, and the national 
chamber has long favored a program of economic and technical 
assistance to friendly countries of the free world. 

U.S. capital, private and public, has played a significant role in 
improving the utilization of resources in those areas, thereby promot- 
ing economic conditions of mutual benefit. 

However, the requirements in those areas for investment capital 
for economic development exceed the amounts of capital effectively 
available and exceed the amounts which can be serviced on conven- 
tional terms. 

At the same time, many of the economically stronger countries 
have attained the position where they can supply a more important 
part of these requirements. 
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The establishment of the IDA would recognize that more must be 
done in development financing; that the form of additional financing 
should not overload the capacity of debtor countries to repay; and 
that the other economically strong countries should provide substan- 
tial funds. 

On March 5, 1959, the chamber, in a statement to this subcommittee, 
supported legislation involving increases in the resources of the Inter- 
national Monetary Fund and the World Bank. With respect to the 
Bank, the national chamber stated : 

This institution has made a major contribution to the growth of free-world 
economies by encouraging and financing of sound investment projects. It has 
helped many countries in the free world to achieve a foundation for continued 
and balanced growth. 

The chamber pointed also to the important advantages of the inter- 
national approach in assisting economic development in less developed 
areas. 

In making its resources available on flexible terms, adapted to the 
circumstances surrounding individual projects in particular coun- 
tries, IDA financing would depart from conventional lending princi- 
ples by providing greater flexibility. 

Safeguards are therefore necessary to assure that such financing 
would not compete with private capital or otherwise impair tradi- 
tional standards of financing. 

We believe that these safeguards are provided not only in specific 
language contained in the IDA articles of Agreement, but also by the 
nature of its organizational framework as an affiliate of the World 
Bank. This affiliation would assure that the administration of IDA 
would be governed by the same standards which have characterized 
the World Bank, and that IDA would be able to draw upon the 
experience acquired by the Bank in financing economic development 
throughout the free world. 

It is envisaged, furthermore, that the Bank and IDA would com- 
plement each other and participate in joint financing operations. In 
substance, the IDA would broaden the scope and increase the effec- 
tiveness of the World Bank. 

The need for a new multilateral institution to perform the func- 
tions now set forth for the IDA was first recognized most clearly in 
the United States. The Senate, by its Resolution 264, on July 23, 
1958, made a notable contribution by endorsing the international 
development concept. 

The President and various members of his administration have 
sought broad international support for the proposal and initiated the 
discussions that resulted in the preparation of the articles of agree- 
ment. 

In the light of the present international economic and political 
situation and of the widely recognized need for additional assistance 
to the less developed areas, we believe that the IDA represents the 
most practical and reasonable proposal which has been put forth 
for more effective assistance in economic development of less favored 
countries on a broad, multilateral basis. 

Suitable bilateral programs by the other economically stronger 
countries of the free world are also required, of course, and we under- 
stand they are being encouraged by the United States. 
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In the multilateral field, however, the IDA, by bringing about 
further cooperation among those countries which have participated 
so successfully in the Bretton Woods institutions created 15 years 
ago, appears to represent the most suitable application of additional 
free-world economic strength. 

The national chamber believes that the United States must do 
everything in its power to fashion an instrument which will be prac- 
tical, effective, and which, by the nature of the charter, the adminis- 
trative mechanisms, and the standards of the management, will mini- 
mize the undesirable characteristics which sometime can and do arise 
in programs of assistance to underdeveloped countries. 

We therefore urge early enactment of H.R. 11001. 

Mr. Spence. Thank you, Mr. Hardwick. 

Are there any questions ? 

Mr. Wipnatt. Mr. Chairman. 

Mr. Srence. Mr. Widnall. 

Mr. Wipnatt. I would like to compliment Mr. Hardwick on his 
fine statement. I, too, want to join in the welcome given you by 
Mrs. Dwyer. 

Mr. Harpwick. Thank you, sir. 

Mr. Wipnatu. Incidentally, I would like to comment about the 
world-trade forum sponsored by the Pittsburgh Chamber of Com- 
merce. I attended that forum a week ago, and I think the other 
chambers throughout the United States could pattern a program 
based on the same sort of setup that they had out there, to encourage 
businessmen to get into the export business and send American pro- 
ducts throughout the world. 

We have, as a nation, neither through Government or private in- 
dustry, exploited the export field in the way that we can and should, 
and I think there are some great opportunities ahead. It is most 
encouraging to see what the Pittsburgh chamber is doing. 

They are educating businessmen and personnel of various firms 
in how to handle export business. They are correlating information 
and inquiries from other countries about American goods, and are 
doing everything they can to stimulate business so that there will be 
an outflow of goods to combat the inflow that we are receiving in 
this country right now. 

I don’t know whether you are familiar with that program or not, 
but I hope the U.S. chamber will encourage other chambers to do 
the same thing. It means much to employment in the United States. 

Mr. Harpwick. I am very happy to hear you say that, Mr. Widnall. 
The chamber has for some time had a highly organized and very 
thorough campaign just along that line. I have been privileged to 
serve on its finance committee, perhaps 7 or 8 years, and it has been a 
tremendous satisfaction to me to be associated with a group of ex- 
tremely busy, well-informed, highly educated businessmen who spend 
a great deal of their own personal time trying to make it possible for 
smaller businesses through their local chambers to understand how 
they can compete, not only in this country, but internationally. 

I think you probably will agree that that is becoming a greater 

roblem to American business, and whereas certainly I would be the 
ast one to suggest that we do not do everything possible to strengthen 











72 INTERNATIONAL DEVELOPMENT ASSOCIATION ACT 


the economy of the friendly nations, one result of that is that they 
are becoming in some cases pretty tough competition. 

Mr. Wipnatt. Thank you. 

Mr. Srence. Mr. Hardwick, we thank you very much for your 
testimony. I know you speak for the great business organizations of 
the country, and I am glad to know that your views are favorable 
to this legislation. 

Mr. Harpwicx. Thank you, sir. 

Mr. Srence. That concludes the hearing this morning. We will 
stand in recess until tomorrow morning at 10 o’clock. 

(Whereupon, at 11:30 a.m., the subcommittee adjourned, to recon- 
vene at 10 a.m., Thursday, March 17, 1960.) 
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THURSDAY, MARCH 17, 1960 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
SuscommirteeE No. 1, 
Washington, D.C. 


The subcommittee met at 10 a.m., Hon. Brent Spence (chairman of 
the subcommittee) presiding. 

Present: Representatives Spence, Brown, Multer, Widnall, Hal- 
pern, and Mrs. Dwyer. 

Also present : Representatives Kilburn and Mrs, Griffiths. 

Mr. Spence. The committee will be in order. 

We will resume hearings on H.R. 11001, to provide for participa- 
tion of the United States in the International Development Associa- 
tion. 

Our first witness this morning is the Honorable C. Douglas Dillon, 
Under Secretary of State. 

Mrs. Dwyer. Mr, Chairman. 

Mr. Srence. Mrs. Dwyer. 

Mrs. Dwyer. May I say at this time that the distinguished Under 
Secretary of State, Mr. Dillon, is a resident of the State of New 
Jersey, and again I say that the subcommittee is honored and privi- 
leged to have him as a witness before the committee this morning. 

Mr. Spence. The citizens of the State of New Jersey have a very 
able representative in the distinguished lady. 

Mr. Dillon has an international reputation as a statesman and @ 
public servant and we are glad to have his testimony. 

Mr. Dillon, you my proceed. You may read your statement without 
interruption and then subject yourself to interrogation. 


STATEMENT OF HON. C. DOUGLAS DILLON, UNDER SECRETARY OF 
STATE 


Mr. Ditton. Thank you, Mr, Chairman. 

I welcome the opportunity to appear before this committee to urge 
favorable action on the bill before you to authorize the United States 
to accept membership in the proposed International Development 
Association. The Department of State fully supports the proposed 
legislation. 

n his earlier statement to you, Secretary Anderson described in de- 
tail the structure and functions of the International Development 
Association. I should like to talk about the relation of the Associa- 


, tion to our foreign policy objectives. 


The basic premises behind the idea of the International Develop- 
ment Association can be stated simply and briefly. 
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The less developed countries of the free world must have a satisfac- 
tory rate of economic growth if they are to maintain their freedom 
and develop into stable, effective, responsible societies. It is an im- 
portant objective of U.S. foreign policy to help these countries achieve 
adequate economic growth. 

But the job of helping the low-income countries is not one that the 

United States alone can accomplish. It requires the combined efforts 
of all the economically advanced nations of the free world. It is 
right and proper that those nations whose incomes and savings are 
high should help the developing countries to economic and social 
progress. This has been the normal pattern of the past. Our own 
growth on this continent was substantially aided by other nations 
economically more mature than we. 
_ Today, in a world community in which two-thirds of the world’s 
‘people are striving to throw off the tyranny of poverty, disease, and 
illiteracy, it is imperative that all free nations help, lest these peoples, 
overwhelmed by massive problems, exchange the tyranny of poverty 
for the tyranny of the all-pervasive, all-controlling state. 

We, who value liberty, tolerance, and the free and open exchange 
of ideas, owe it to ourselves to enlarge the community of nations that 
can meet the aspirations of their peoples for economic and social bet- 
terment in an environment of freedom. 

Thus, the first basic premise of the International Development 
Association is cooperative sharing among all free world nations of 
the responsibility for helping the less developed countries, a task to 
which all contribute but to which the economically stronger members 
make a proportionately larger contribution. 

In the International Development Association, the economically 
advanced countries would subscribe 76 percent of all the capital of the 
Association and their subscriptions would be freely convertible. 

The low-income countries would subscribe 24 percent of the capital 
but only 10 percent of their subscriptions would be in convertible 
currencies. Ninety percent of their subscriptions would be in na- 
tional currencies, usable primarily for development projects in their 
own countries. 

The second basic premise of the International Development Asso- 
ciation is that the less developed countries need external capital on 

_ flexible repayment terms. Developing countries need to import from 
abroad the technology, the industrial materials, and the capital equip- 
ment on which growth depends. For this purpose they can use their 
export earnings, they can encourage the inflow of private investment 
-apital, and they can borrow on conventional terms from existing pub- 
lie lending institutions. 

For some of the low-income countries, especially those which have 
already achieved momentum in their development, these three sources 
- are adequate to permit a satisfactory rate of growth. 

But for many other developing countries, additional sources of 
capital on easier terms are needed. In some of them, export earn- 
ings can barely finance the import of essential consumer goods; there 
is little left with which to finance imports of capital goods required 
for growth. 

Private capital is slow to move because underdevelopment is itself 
a deterrent. The low level of labor skills, the limited local market, 
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the absence of basic facilities such as roads, power and communica- 
tions on which private enterprise depends, the uncertain political 
climate are all obstacles to a greater flow of private funds. 

Many of these countries, of course, obtain loans from the Inter- 
national Bank and the U.S. Export-Import Bank. Both institu- 
tions have made substantial sums available for imports of capital 

oods. But the borrowing capacity of the low-income countries is 
imited. Loans from the International Bank and the Export-Im- 
port Bank must be serviced in hard currency at rates of interest de- 
termined by market conditions. 

The need for capital imports of many developing countries far 
exceeds their capacity to service loans on normal banking terms. 
Many projects that are sound in conception and basic for growth 
cannot be financed by conventional loans. 

Therefore, supplementary funds are needed to provide capital on 
easier terms for the multitude of projects and programs that cannot 
otherwise be set in motion. This is the job of our own Develop- 
ment Loan Fund. It is also the job envisaged for the proposed 
International Development Association. 

The International Development Association can be most clearly 
grasped if it is thought of as an institution with the same basic pur- 
pose as the Development Loan Fund but, by virtue of its interna- 
tional membership, one in which others can participate fully in doing 
the job that must be done. 

The International Development Association, like the U.S. Devel- 
opment Loan Fund, would provide growth capital for meritorious 
projects on terms that do not overburden the economies of the 
borrowers. 

The International Development Association should not be thought 
of as a substitute for the Development Loan Fund, nor should its 
establishment be the occasion for any lessening of our national effort. 
The need for development capital is too great for that. 

The United States must, moreover, have economic instruments of 
its own which will be responsive to national needs and foreign policy 
considerations. The International Development Association should 
be regarded rather as an additional source of capital, an important 
addition that increases the total flow of development funds from 
free world sources, and one that helps thereby to advance an-impor- 
tant objective of U.S. policy. 

The third basic premise behind the International Development 
Association is that it should be closely affiliated with the International 
Bank. The International Development Association will be financing 
much the same type of project as the International Bank. Both the 
parent and the affiliate will be examining development programs, de- 
termining priorities, judging the technical feasibility and economic 
soundness of specific projects. This will be their day-to-day work. 

The essential difference will not be in this day-to-day function. It 
will be in the repayment obligations imposed on borrowers. It is en- 
tirely logical, therefore, that the International Development Associa- 
tion should be closely tied to the International Bank. 

The International Bank has had more than a decade of experience 
in financing the development requirements of its members. It has 
sound management, a skilled staff, and single-minded devotion to pro- 
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moting economic growth. It enjoys the full confidence of its 68 mem- 
bers. The affiliation of the International Development Association 
with the International Bank for Reconstruction iid Development will 
assure that scarce resources are put to optimum use. 

These, then, are the three basic ideas behind the International De- 
velopment Association: to enlist the participation of all free world 
countries in providing growth capital to the less developed areas, to. 
provide this capital on feasible terms, and to assure sound management 
through utilizing a tried international institution. 

The International Development Association will be one of several 
development institutions, each fashioned to do a particular job and 
to meet a particular need. Let us see how the Association relates to 
the other institutions that are now engaged in providing capital for 
economic development. 

We have two national lending agencies: First, there is the Export- 
Import Bank, which promotes the trade of the United States. Export- 
Import Bank loans must be repaid in dollars on conventional banking 
terms. 

Then we have the Development Loan Fund. The Fund finances 
development projects that cannot meet the repayment criteria of the 
Export-Import Bank or other hard-loan institutions. Its loans are 
made on flexible repayment items, many of them carrying a lower rate 
of interest and permitting repayment in local currency. 

These two institutions complement each other. 

We have recently helped to establish the Inter-American Develop- 
ment Bank to promote economic growth in the Americas where we 
have especially close historical relations. 

This institution will have two departments: one to finance develop-- 
ment projects on normal banking terms as in the case of the Interna- 
tional Bank for Reconstruction and Development or the Export-Im- 
port Bank; the other to provide financing on more flexible terms as is 
done by the DLF and as is proposed for the new International De- 
velopment Association. Its creation has stimulated the more developed 
Latin American countries to contribute capital for the growth of 
those in the Americas who are much less developed. 

The responsibility for management and for allocation of resources 
among competing claimants will be a responsibility of the Latin 
American countries themselves. 

The institution will increase the total flow of capital, give cohesion 
to the Americas, and impetus to development. Thus it performs 
functions over and above those performed by our national financing 
instruments. 

Then we have the international institutions. There is the Interna- 
tional Bank that provides loan capital for development projects. It 
is similar to our Export-Import Bank in that its loans are hard loans. 
But the International Bank for Reconstruction and Development was 
created to enable many countries to pool their resources and share the 
burden. It gets the bulk of its funds from the private capital mar- 
kets of the world with the help of the guaranties of its member 
governments. 

There is also the International Finance Corporation, an affiliate of 
the International Bank. Its purpose is to stimulate private invest- 
ment in the less developed countries by associating its capital in pri- 
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vate ventures. Its resources have been subscribed by government 
members. 

There is, however, no widely based international organization that 
pools the resources of many countries for the purpose of providing 
development capital on flexible repayment terms. This is the func- 
tion that the new Internationall Development Association will 
perform. 

The International Development Association will not duplicate or 
compete with other lending institutions. It will increase the total 
flow of development capital to the newly developing areas. It will 
provide financing of a kind not now available from any other free 
world multilateral institution. It will perform a valuable service in 
promoting not only the growth but also the cohesion of the countries 
of the free world. 

I urge this committee to take early favorable action to authorize 
the United States to join with the other free world nations in the 
establishment of the Association. 

Thank you, Mr. Chairman. 

Mr. Spence. Mr. Secretary, don’t you find it quite difficult to make 
any advantageous use of the soft currencies you have acquired under 
the International Development Fund ? 

Mr. Ditton. I don’t think that we will have any difficulty using 
them. Their use is restricted to use within the country where the 
project is to be financed or situated. 

But practically all projects, such as a road, or a dam, require the 
expenditure of local currency to pay for local labor and local mate- 
rials. Generally the local costs are almost equivalent to the foreign 
currency that is required to import steel and things of that nature. 

So this local currency would be very useful in helping to finance 
a road program, irrigation, or a harbor, or anything of that nature 

Mr. Spence. Won't the IDA be in a position to more advantageous- 
ly use it than the International Development. Fund because of the 
banking characteristics and experience along that line? 

Mr. Ditton. I think that both organizations can use local curren- 
cies; our Development Loan Fund will be able to use it, and the IDA, 
I think, will use it equally well. IDA may havea certain advantage 
in that it is a multilateral institution, and the mere fact of being such 
would give it certain advantages. 

Mr. Spence. It would have, it seems to me, a little more watchful 
care in expenditure by the nations contributing, because the nations 
would look over the projects occasionally. 

Mr. Ditton. There is that aspect. to 1t which is very useful. It is 
the same thing that we found so useful in the Inter-American Bank 
for our hemisphere. 

Mr. Spence. If bad money drives good money out of circulation, 
what effect will soft loans have on good loans? 

Mr. Ditton. If there were an unlimited supply of the soft loans 
they would take the place of hard ones. Therefore, in handling 
loans, we need very careful coordination so that whenever a project 
comes along which can be financed by a hard loan, the person who 
desires the financing is told that a soft loan will not be available. 

That is the case with our Development Loan Fund. It has worked 
very well. We, by law, are not allowed to make loans when funds 
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can be obtained from the World, Bank or from the Export-Import 
Bank or from private sources on regular terms. And we don’t do 
so. We check each project with these institutions. 

Now, the charter of the new International Development Associa- 
tion provides the same thing, they are not allowed to make loans that 
could be financed in this other way. That is one of the advantages 
of having this new organization tied closely to the World Bank, its 
management will be identical and this will avoid any possibility of 
soft loans being made where they should not be made. 

Mr. Spence. Would you have a category of countries that would be 
eligible for soft loans as opposed to others? 

Mr. Ditton. The category really depends, Mr. Chairman, on the 
ability of the country to repay in hard currencies, on its overall 
balance of payments and its prospective balance of payments. 

There are many large projects, such as the Indus water projects we 
are thinking about in Pakistan and India, where it wonid be impos- 
sible for the countries to repay entirely in dollars. It is an excellent 
project and part of it is planned to be financed on repayable terms 
in dollars and part on repayable terms in local currencies. 

There are many large projects of that nature which would be fi- 
nanced partly by one means and partly by the other. 

There will be very little difference in the type of projects. How- 
ever, there is authorization in the IDA for it to finance projects such 
as sanitation, water supply, pilot projects for housing, things of that 
nature, which help development and are high priority but which are 
not necessarily revenue producing. And I would think that a modest 
portion of the resources of the new institution would be used for that, 
which cannot presently be done by the World Bank. 

Mr. Spence. You don’t think that would create rivalry and some 
dissension, if a nation thought it was entitled to a soft loan and 
couldn’t get it? 

Mr. Ditton. Well, we have had some experience with that, Mr. 
Chairman, with our Development Loan Fund, for 3 years, and we 
have found that that has not occurred. We have been able to work 
out with borrowers joint operations where part of the loan came from 
the Development Loan Fund, part from the Export-Import Bank, or 
the World Bank, and often we tell them we won’t make them a loan 
at all, that they ought to go to another institution. We haven’t had 
any trouble with that at all. They understand it. 

r. Spence. The nations themselves have made the conditions and 
I suppose they are willing to submit to it. 

Mr. Ditton. That is correct. 

Mr. Srence. And I think all of the nations have agreed to this 
agreement we are to ratify, except two who didn’t vote for it, not on 
principle, but because they were opposed to their quota. Isn’t that 
right ? 

r. Ditton. Yes, the 68 countries have all agreed, and the only 
place where there is some question—they haven’t definitely made up 
their mind, but there is some question—is the case of Belgium and 
Holland, who feel their quotas are a little larger than they should be. 

They agree to the principles,of IDA and they would be delighted 
to be members with a smaller quota, but there still is a possibility that 
they will accept the full quota assigned to them. 
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Mr. Srence. The principle is adopted unanimously. 

Mr. Ditton. Yes, Mr. Chairman. 

Mr. Spence. Mrs. Dwyer. 

Mrs. Dwyer. I would like to congratulate the Secretary for his fine 
statement before the committee. I have one question, Mr, Chairman. 

In your role as Under Secretary of State, and in supporting IDA, 
do you feel that we will establish a better relationship with the under- 
privileged countries of the world because of IDA ? 

Mr. Ditton. Yes, I think it will help, because it will show that the 
more developed countries, as a whole, are ready to come to their help 
in a way that is really effective. 

The main advantage of the IDA over what we are already doing is 
that it is an organization where the other developed countries con- 
tribute approximately $3 worth of hard, convertible currencies for 
every $2 the United States puts up. 

We have been making this effort to spread the burden more fairly 
over the world, over the free world—this burden of helping under- 
developed countries—and this is a major instrument in carrying out 
that policy. I think it will help with the underdeveloped countries 
because they will feel it is the joint effort of all these mere fortunate 
countries of the free world. 

Mrs. Dwyer. Thank you. 

Mr. Kitpurn. Mr. Chairman. 

Mr. Spence. Mr. Kilburn. 

Mr. Kizsurn. Mr. Dillon, I think everybody who seems to appear 
before this committee is for this. I haven’t heard anybody against 
it. Do you know of anybody against it ? 

Mr. Ditton. I have not so heard. I haven’t heard any opposition 
to this at all. 

Mr. Kineurn. One thing that I am a little apprehensive about is 
this: This is set up to make what the banks would call “poor” loans. 
I mean they are not bankable loans. On top of that, their interest 
rate is going to be very low. 

Now, if they make poor loans they might run into losses, and with 
a low interest rate, how are they ever going to make any money ? 

Mr. Ditton. Mr. Kilburn, I think that this is a misunderstanding 
that often takes place between what we mean by soft loans and hard 
loans, nonbankable loans and bankable loans. 

The loans that will be made by this Association will be for projects 
that are just as good and that will have to pass just the same tests 
as projects that would get loans from the World Bank itself. There- 
fore there is no prospect that they will not be repaid, any more than 
there is prospect that World Bank loans themselves won’t be repaid, 
and its record is very good. 

The difference is solely with the balance of payments of these coun- 
tries, which is such that they cannot afford to pay 6 percent interest ; 
they cannot afford to repay a loan in 15 years for a dam or a road. 

If repayment is asked from them in hard currency, they may take 
50 years to repay it. That is the flexibility that will.be given to 
this organization, 

Also, some of the repayments may, be in local currencies. But I 
don’t “eu there is any possibility of the organization not being 
repaid, 
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Mr. Kirzsurn. Well, you see what I mean. If the interest rate 


is low, plus high risk loans, there may be a seepage, over the years, 


whereby we will have to keep putting more money into this all the: 


time. 
Mr. Ditton. I would think the chances are that the world com- 
munity would have to put more money in. In fact, there are provi- 


sions in the charter for that to be looked at specifically by the 


member nations every 5 years. 

The World Bank itself has to keep replenishing its capital, but 
it gets its capital through selling bonds on the private market. 

This organization, because of the nature of its loans, would prob- 
ably gets its funds by additional Government subscriptions. Certainly 
you are right, that if it makes loans that are repayable in 50 years, 
and loans that all out in 5 years, at the end of 5 years it won’t have 
anything left with which to make additional loans, except from the 
very small amount of repayments, one-tenth of its fund. So we do 
look forward to the need for increasing the resources of this bank 
from time to time. 

However, the legislation which we have before us specifically pro- 
vides that. the United States cannot agree to any increases in the 
funds of this organization without coming back to the Congress for 
approval. 

Mr. Kireurn. I think Mr. Multer the other day asked a very 
good question, and that was: Do you think, in your opinion, that 
the standing of this new association will ever be such that they 
can sell their securities in the private market ? 

Mr. Ditton. I would not expect that they would compete with 
the World Bank in that way. The reason for that is that if the 
situation arises that there is no need for banking loans at very low 
rates of interest and very long maturity, which situation we would 
expect to rise in 25, 30, or 50 years, as the underdeveloped world gets 
stronger and can carry its weight better, then this association would 
gradually reduce its operations and the World Bank itself would 
increase its operations and would sell more bonds, and operations 
would be carried on on that side. 

Mr. Kirsurn. Thank you, Mr. Chairman. 


Mr. Spence. All the Government funds to be used by this associa-. 


tion would be appropriated ¢ 
Mr. Dixon. That is correct, Mr. Chairman. 
Mr. Mcurer. Mr. Chairman. 
Mr. Spence. Mr. Multer. 
Mr. Mourer. Mr. Secretary, I think you are right that everybody 


who has been heard from has indicated support for the principles of 


this bill. But I think there are plenty of reservations, and I think 
- will hear plenty more before this bill is finally enacted into law 
if it is. 

With reference to the question just addressed to you by Congress- 
man Kilburn, may I respectfully suggest to you that you consider the 


language of article 5, section 1, subdivision (c), which reads: “The- 


Association shall not provide financing if in its opinion such financing 


is available from private sources, on terms which are reasonable or: 


could be provided by a loan of the type made by the Bank.” 
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I think that is almost diametrically opposed to what you said to 
Mr. Kilburn. 

Mr. Ditton. It is not the slightest bit opposed, Mr. Multer. The 
type made by the Bank is a loan that is repayable in 15 or 20 years 
and bears 6 percent interest. And the loans that we are talking of 
here would be for the same project, just as good a loan, but would 
have to be loans that would be repayable over a much longer period 


of time, would carry a much lower rate of interest—in fact, there is 


authority to make loans at no interest at all. It might also be repay- 
able in local currencies. 

Mr. Murer. Maybe I misunderstood you, Mr. Dillon. On the 
other hand, possibly after you have read your statement in answer to 
Mr. Kilburn’s question, you may want to revise it. I understood you 
to say that these would be of the same type as made by the Bank. 

Mr. Diiton. They will be loans that will be just as good because 
the projects will have to pass the same technical, engmeering, and 


economic utility tests, as the loans made by the Bank. 


Mr. Mutter. Now, how much money has thus far been appropri- 
ated for the Development Loan Fund ? 

Mr. Ditton. The U.S. Development Loan Fund ¢ 

Mr. Murer. Yes. 

Mr. Ditton. We have had a total appropriated, in 3 years of appro- 
priations, of $1,400 million. 

Mr. Mcuurer. How much are you asking for this year ? 

Mr. Ditton. We are requesting $700 million. 

Mr. Mcvrer. And if that is authorized and appropriated, the De- 
velopment Loan Fund will have had an aggregate of well over $2 
billion ¢ 

Mr. Ditton. This sum has already been authorized. It was au- 
thorized last year—in fact, more was authorized, but if it is appro- 
priated in full, we would have $2,100 million. 

Mr. Mctrer. What Government agency has control of the opera- 
tions by the Development Loan Fund ? 

Mr. Ditton. The Development Loan Fund is an agency in its own 
right, but it operates under the overall direction of the President, 
which has been delegated to the Secretary of State. It operates under 
the foreign policy guidance of the Department of State, but it is 
operated by its own Board of Directors, and its Board of Directors 
includes representatives of the Department of State, the International 
Cooperation Administration, the Chairman of the Export-Import 
Bank, the U.S. representative on the Executive Directors of the 
World Bank, who is also the Assistant Secretary of the Treasury, 
and the head of the Bank itself, the Managing Director, who is an 
individual appointed by the President and confirmed by the Senate. 

Mr. Mvuurer. The Secretary of the Treasury is a member of the 
Board of the World Bank. Is the Secretary of State represented on 
that Board of the World Bank? 

Mr. Dinio0n. I am the alternate Governor of the World Bank for 
the United States, the Under Secretary of State; yes, sir. 

Mr. Murer. Now, the Development Loan Fund is operated pur- 
suant to congressional restrictions and limitations and one of them 
is that when we ship commodities or materials that are procured with 
Government assistance funds, such as development loan funds, 50 
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percent of those commodities and materials must be shipped in 
American-flag vessels, U.S.-flag vessels. Isn’t that so? 

Mr. Dion. The Development Loan Fund is subject to the regular 
50-50 shipping provisions, yes. 

Mr. Motrer. Can we carry that restriction, limitation or protec- 
tion for American shippers into this IDA ? 

Mr. Dutton. No, that would not be practicable because this is an 
international organization with more funds from other countries than 
from the United States, and it would be no more practicable to carry 
it in there than it would have been to apply it to the World Bank or 
to the Inter-American Bank, which the Congress recently approved. 

Mr. Muurer. What do we say to our American shippers who are 
complaining that we must do something to protect them in this legis- 
lation if we enact it, so that they can be protected, the same wav as 
they are protected when using development loan funds or other Gov- 
ernment funds? 

Mr. Dition. With respect to any national institution, which is con- 
trolled by the United States, this is certainly quite a proper request, 
and we do provide that protection. 

In an international organization—and we belong already to two— 
the World Bank and the Inter-American Development Bank—that 
question has not arisen, and I don’t see any way in which it could be 
carried out, and that same thing would apply to this organization. 

Mr. Motrer. Well, the American Merchant Marine Institute is 
raising a question as to this legislation at this very moment. What do 
we say to them? 

Mr. Dron. I think you have to tell them that when you have an 
international organization, where other countries are putting up a 
larger percentage of the funds than the United States, that this is a 
thing that we cannot put specific U.S. provisions on. 

Here you have a question of a difference of interest. Are we inter- 
ested in getting additional help from our allies to do this job, or do 
we want to do the whole job ourselves ? 

And here is a chance of getting $3 from our friends and allies for 
every $2 we put up, instead of having to put up the whole $5 ourselves. 

Mr. Mctrer. Well, I probably, representing no shippers or having 
none in my district, could very easily say that to them. I wonder 
how the member is going to react who has these shippers in his dis- 
trict. Not only the shippers but the men employed by the shippers. 

Mr. Drton. The shipping industry is one industry, undoubtedly 
it will get some of the benefits from this in the ordinary course. 
But certainly the national interest in getting these funds into this 
organization to help us abroad, funds from other countries, is far 
greater than the particular interest of these shippers who will not be 
damaged at all by the creation of this. 

They will simply not get the extra benefit they might get otherwise, 
if the thing is not created, they won’t get any benefits. 

Mr. Mutrer. Now, the second problem that confronts us in con- 
nection with this is, because of our concern with the balance of pay- 
ments problem, I think development loan funds now are being used 
in such a way that we are giving preference to American exporters. 
That is right, is it not ? 

Mr. Ditton. That is correct. 
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Mr. Mvtrer. They, too, must now be told that so far as this insti- 
tution is concerned we cannot give them that protection. 

Mr. Dutton. I don’t think they would need that protection in this 
institution, Mr. Multer, because the record of the World Bank, which 
relies on international bidding, the same as this institution will, shows 
that even today some 30 percent, roughly, of the funds of the World 
Bank are spent here in the United States. And of the hard cur- 
rencies that. are being put up in the bank, the United States would 
only be putting up about 40 percent. So therefore based on the 
record, at least three-quarters, as of now, would be spent in the United 
States of what we put up. So this will be a net gain to our exporters, 
rather than a loss. 

Mr. Mutter. Having in mind the provisions and restrictions in 
these articles for efficiency of operation and meeting economic and 
competitive international trade, that 40 percent that we contribute is 
going to be used to compete with our American merchants and ex- 
porters ? 

Mr. Ditton. No, sir; that is not correct. The IDA has the same 
provisions with respect to procurement as are in the World Bank’s 
charter, and out of the total] funds of the World Bank, 30 percent, as 
I said earlier, is used here in the United States. So there is every 
reason to expect that 30 percent of the overall funds of this bank 
will be used here in the United States. 

Mr. Motrer. I am glad to have that representation. I hope it is 
going to work out that way. 

Now, can you tell us, sir, what is meant by article 5, section 1, sub- 
division (e), which reads: 

The association shall not provide financing for any project, if the member 
whose territory where the project is located, objects to such financing, except 
it shall not be necessary for the association to assure itself that individual mem- 
bers do not object in the case of financing provided to a public international or 
regional organization. 

It’s the latter part of that subdivision I would like to have you 
explain to us. 

Mr. Ditton. I would rather the full explanation of that was fur- 
nished to the committee in writing by the representatives of the 
Treasury Department who took part in the negotiation of this in- 
strument. 

What I understand it to mean is that, should there be an interna- 
tional organization setup, or regional one, such as our Inter- 
American Development Bank, and should it appear useful for this 
organization to make a loan to that regional institution, it would not 
be necessary to check with each of the members of that institution 
before making such a loan. But as far as I know, there is no great 
prospect of making any such loans. 

This was just a provision that was put in there in case this situation 
should arise. But I would be glad to furnish you with a full report. 

Mr. Mutter. I think we ought to have it, because it seems to me 
that this would permit, against the will of a country, the making of 
a loan within that country, under the guise of making it to an inter- 
national or regional organization, 
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Mr. Ditton. Of which that country was a member and presumably 
it won’t be a member unless it agreed with the institution. I think 
that is the presumption. 

(The information referred to above is as follows :) 

Article V, section 1(e), provides that, in the case of financing by IDA toa 
public international or regional institution, IDA need not ascertain that each 
individual member of the international or regional institution has no objection 
to the financing. (The Association is normally precluded from financing a 
project if the member in whose territories the project is located objects.) 

This provision rests on the assumption that the public international or 
regional institution which seeks financing from IDA has the responsibility, in 
the first instance, of insuring that such financing to the institution is not ob- 
jected to by its members. In the case of public international or regional in- 
stitutions of broad membership, it would be administratively difficult for IDA 
to have to seek out each individual member to ascertain whether or not that 
member objects to IDA financing for the institution. 

As far as IDA is concerned, it would be likely to consider the loan to the 
international or regional institution as a project in itself. "The projects which 
are in turn financed by the institution with the proceeds of IDA financing would 
be subject to whatever right of objection the member enjoys according to the 
charter of the institution obtaining IDA financing. Section 1(e) was inserted 
for the practical reason stated earlier, and was not intended to enable IDA to 
bypass the right of objection a member has in the case of a direct loan from 
IDA through the technique of lending via a public international or regional 
institution. 

Mr. Mutter. There is one other subject I would like to touch upon 
with you, Mr. Secretary. 

What protection is there here, or reservation or limitation, in the 
event a situation arose such as that of the Republic of Panama, seiz- 
ing the Panama Canal or threatening to seize the Panama Canal; 
would it still qualify under this IDA for loans? 

What is there in this bill or the articles of association that would 
prevent IDA making a loan to such a country under such cireum- 
stances ? 

Mr. Ditton. Well, the policy of the World Bank—and I am sure 
it would be the same policy of this institution—is not to make loans 
to countries that are in default on any obligations of theirs. 

On the other hand, it also is the policy and it is written into the 
charter of this institution, and also of the World Bank, that political 
problems should not be taken into account in making loans to member 
countries. 

Now, member countries are all free world countries. There are no 

b] 
hee ; ; 
Soviet bloc countries which are members of the World Bank or the 
Monetary Fund or of this proposed institution, and on that basis po- 
litical things cannot enter. 

That is one of the strengths of this institution and of the World 
Bank, that they operate on a purely economic basis and do not get 
involved in favoring one side or another where there are political 
questions involved. 

Mr. Mutter. Don’t you necessarily favor one side as against the 
other if you make a loan to a nation at war with another nation, 
particularly if they are both members of IDA ? 

Mr. Ditxon. I think that does not mean very much unless the Bank 
makes loans only to one side, which may claim it is in a state of war. 

I cannot conceive of the Bank making loans to anybody while there 
was any active state of war under way. 
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At the present time in the world, we have a strange situation which 
hasn’t been true before, where in at least four different areas of the 
world there are technically states of war: Korea, Vietnam, China, 
and the situation in the Middle East. And in all of those there is no 
fighting, there is no real active war as we ever knew it, and we cer- 
tainly would hope that this institution would make loans in Vietnam, 
in Korea, in the Republic of China, and doing that they would also 
make loans in the Middle East. 

Mr. Mutter. Do you think they should make the loans if any of 
these situations break out into actual warfare / 

Mr. Ditton. During actual warfare I certainly think this should 
not be the case. I don’t think they would have any intention of doing 
it. 

Mr. Mvurer. Don’t you think that the moral fiber of a nation or its 
morality in connection with its international obligations is an eco- 
nomic factor, as well as a political one, in determining whether a bor- 
rower is a good borrower and a good risk ¢ 

Mr. Ditton. The moral fiber of a nation in connection with its 
economic obligations is certainly one of the things the Bank would 
take into account. 

Mr. Mutrer. How about its international obligations ? 

Mr, Ditton. Any international obligations which are clearly vio- 
lated, in that case that would be something that the Bank would take 
into account. 

Mr. Mutter. Would you say that it would be a clear violation of 
its international obligations for the Republic of Panama to seize the 
Panama Canal / 

Mr. Ditton. If the Republic of Panama seized the Panama Canal, 
I would think so, yes, certainly. 

Mr. Murer. Is there any difference bet ween that situation and the 
Suez Canal, when Nasser seized it / 

Mr. Ditton. The Suez Canal was a private organization. It was 
quite a different thing from the situation in the Panama Canal. But 
nevertheless 

Mr, Ditton. No, sir. The Suez Canal was regulated by an interna- 
tional agreements and treaties ? 

Mr. Ditton. No, sir. The Suez Canal was regulated by an interna- 
tional agreement. But nevertheless, | was about to continue, the 
World Bank ceased operations in Egypt at that time, and told the 
Egyptians that there would be no—or that they could not make further 
operations until the Egyptian Government had settled with the right- 
ful former owners of the canal, the Suez Canal Co., and there were 
no operations until that was done, and until there was full agreement 
reached, signed, and underway. 

Mr. Mctrer. Wasn't part of that arrangement or statement of 
policy by the World Bank at that time that Egypt must give assurance 
that it would live up to its international obligations in connection with 
the management and operation of the Suez Canal, and that it would 
not interfere with shipments through the canal? 

Mr. Ditton. Well, Egypt claims it is living up to its international 
obligations in that. sin me 

Mr. Mutrrr. Is it doing so when it seizes Danish ships, Greek ships, 
and other ships? 
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Mr. Dit1o0n. This is a very complex matter. We feel that these ships 
should be allowed to go through. 

Mr. Mutrer. The United Nations feels that way, too, does it not? 

Mr. Ditton. We have made that statement in the United Nations. 
Mr. Hammarskjold is trying to work out a method under which these 
ships can go through. But it is, and he recognizes it, a complex legal 
problem based on definitions of the armistice agreement in that area. 

Mr. Mutter. As a matter of fact, Mr. Hammarskjold has been in 
that area several times and came back only recently. He practically 
threw up his hands and said there is nothing he could do vis-a-vis the 
United Arab Republic for free passage through the Suez Canal. 
Isn’t that so? 

Mr. Dutton. I think he is still trying. I don’t think he has given 
up at all. He is still trying to work out an effective method of allow- 
ing cargoes from the State of Israel to pass through the Suez Canal. 

Mr. Murer. Well, then, I think we certainly agree on the state- 
ment that from 1956 to date he has been unsuccessful in getting Egypt 
and the UAR to allow the free passage of ships and cargoes through 
the Suez Canal. 

Mr. Duron. I think that is correct. 

Mr. Mutrer. As a matter of fact, even after the World Bank made 
its last loan to the United Arab Republic, within a week thereafter 
the United Arab Republic announced it was still at war with Israel 
and seized another ship. 

Isn’t that true, Mr. Dillon? 

Mr. Ditton. The United Arab Republic claims that it is in a state 
of continuing belligerency without actual war operations with Israel. 
That is correct. 

And they do say that that being the case, the provisions of the 
Treaty of Constantinople, which provide for the operations of the 
Suez Canal, apply, and under those provisions they are allowed to 
limit the passage through the Canal of vessels of countries with which 
they may be at war. We differ from them because we don’t think there 
is a state of belligerency there. 

Mr. Murer. Quite apart from the state of belligerency, isn’t it a 
fact that that international treaty provides in so many words that they 
may not stop the ships of any country that is at war, and specifically 
says even warships shall be permitted to freely transit the Suez Canal ? 
Isn’t that the precise language, not the precise language, but the sub- 
stance of some of the language? 

Mr. Ditton. That is the substance of some of the language, but 
there is also language giving Egypt the right, in state of war, to take 
any security precautions, including stopping shipping of a country 
which may be specifically at war with Egypt. 

The other items had to do with vessels of countries which might 
be at war with somebody else, where Egypt was a nonbelligerent. 

Mr. Mourer. I think in the treaty, while Egypt and the United 
Arab Republic argues that the words are there or should be read into 
the treaty, “including stopping the vessels of countries with which it is 
at war,” the language stops I think after it says they may take such 
steps as necessary for its security. 

Mr. Dizon. I think that is correct. 
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Mr. Mvtrer. I am also correct, am I not—I combined the two to- 
gether in one question—am I not correct that after the last loan was 
made, within a week thereafter the UAR did stop another neutral 
ship going through the canal on the ground that it was carrying cargo 
destined for or from the State of Israel ? 

Mr. Dron. I don’t think that is correct. I think that that ship 
had been stopped prior to the loan being made. A few days or a 
week prior, rather than a week after. 

Mr. Mutter. Did our representatives on the World Bank protest 
against the World Bank loan to the United Arab Republic? 

Mr. Ditton. Our representative on the World Bank made a state- 
ment supporting the loan to the United Arab Republic, but also point- 
ing out that this did not mean support for the United Arab Republic’s 
position on shipping through the canal, and referring to the Secretary 
of State’s statement in the United Nations General Assembly of last 
fall, where we stated our position very clearly, and also referring to 
the efforts that the United Nations through Mr. Hammerskjold is 
making to try to work out a solution of this problem. 

Mr. Mutrer. Hasn’t the United Nations adopted a resolution stating 
that the UAR was violating its international obligations in stopping 
ships from transiting through the Suez Canal? 

Mr. Ditton. I am not aware of a resolution couched in those terms. 

Mr. Mutrer. Don’t you believe that in weighing whether or not 
a loan should be made to a country, you should take into account 
whether or not it is violating its international obligations, and if it 
has violated its international obligations that that country should 
be considered a bad risk? 

Mr. Ditton. I think if it is a clearcut case, certainly it should be 
taken into account. But this was a case that is very complex, as you 
well know, and this is a political matter. 

Actually, it is rather interesting that as far as the Bank is con- 
cerned, the situation seems to be considerably ameliorated. There are 
World Bank experts presently in Israel, which has applied for a loan, 
or a couple of loans, to the World Bank. Mr. Black is intending to 
visit Israel in the next month or two, and there seems to be very fine 
relations between the State of Israel and the World Bank. 

Mr. Mutrer. I don’t think making a loan by the World Bank or 
eo else to the State of Israel changes the basic principles involved 
rere. 

If the United Arab Republic was entitled to the loan as a moral 
risk it should have gotten it. If Israel qualifies that way, it should 
get it, but I think this is basic. It goes beyond the Middle East. 

I can see trouble here with Cuba. Cuba is already being charged 
with having sent military forces into other countries. She may do 
- again. She has been charged with stirring up the Republic of 

anama, 

Whether those things are true or not, I think we ought to have 
some protection in these articles of association and in the author- 
izing legislation so we are not going to be in a position where the 
World Bank or IDA is going to be making loans to belligerents or 
those who are threatening to do harm either to us or our friends. 

We are not afraid of Cuba’s threats, but I think some of our 
smaller neighbors are afraid of them, and I don’t think we ought to 
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be in a position where we are going to be making or approving or 


allowing an organization of this kind to make loans to somebody 
who may be causing trouble. bi 

This is supposed. to promote peace. And if it can be used so that 
some nation at war is going to be borrowing and thereby releasing its 
other funds for war purposes, we are defeating the very purpose of 
the legislation. 

Mr. Ditton. Certainly the development of countries is a great step 
toward peace. In the case of Cuba, they have taken over property 
without signs of adequate compensation, so certainly they would not 
be considered eligible for loans from either the World Bank or this 
institution until they had made clear that they were ready to make 
adequate provision for compensation. 

Mr. Mutrer. Thank you, Mr. Secretary. 

Thank you, Mr. Chairman. 

Mr. Spence. Mr. Halpern. 

Mr. Hartrern. Mr. Chairman. 

Mr. Secretary, first I would like to commend you for the excellent 
presentation you have made here today. I am sure it will prove most 
helpful to this committee. 

I would like to concur, and strongly do so, with the opinions ex- 
pressed by my colleague from New York, Mr. Multer. I feel as 
deeply concerned as he and the American Merchant Marine Institute 
as to the interests of the American shipping on this issue. I sincerely 
trust that this problem will be resolved, and I intend to do everything 
I can to help in that direction. 

I also concur most emphatically with the other questions and com- 
ments made by my colleague from New York, and I am certain in so 
doing I reflect the views of many members of this committee. I refer 
in particular tothe World Bank loan to the UAR. 

Mr. Secretary, for your benefit, a good percentage of the members 
of the full Committee on Banking and Currency of the House joined 
in a roundrobin appeal, if we may call it that, in cosigning a letter 
to Mr. Black, as president of the World Bank, adamantly protesting 
this loan. This was months before it was eventually granted. We 
were greatly distressed last December when the approval of the loan 
was given to the UAR, for the widening and deepening of the canal. 

This action was, in the minds of many of us, a condoning of the 
flagrant violation of international law and morality by the UAR. 

ere is a nation, the UAR, requesting funds from the international 
community, if you will, for the improvement of an artery for interna- 
tional shipping, and yet denying access of the canal to the shipping 
of a particular nation. 

Today, Mr. Secretary, it may be Israel. Tomorrow, it could be us. 

My point is that here we are, as well intentioned as could be, again 
joining, or at least anticipating joining, an international agency, with- 
out any safeguards, without being assured that recipients of its loans 
would be required to observe such conditions as adherence to their 
international commitments and law which could be engaged in pro- 
moting situations that some day could be utilized against our own 
interests. ] 

The shocking thing in this loan situation was that our Nation, as 
brought out by Mr. Multer, through our participation in the Bank, 
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representing about 30 percent of its stock, voted approval of this loan, 
an action that was contrary, in my opinion, and that of countless 
others, to the announced policy of our Government as far as freedom 
of access to the canal is concerned. 

And this policy with regard to the canal was expressed by none 
other than President Eisenhower himself, as recently as 1957, and 
as reiterated by your Department many times since. 

The answer now given is that it was purely an economic matter and 
not a political one. 

It seems to me private banking does not loan money to men of ill 
repute, who are responsible for tense situations that could explode 
with violence, or to men who use gangsterlike tactics, or who are 
violating law, whether they be local or, as in this instance, inter- 
national. To do so would be contrary to good banking practice, not 
to mention good ethical or moral practice. 

To say that the World Bank in this instance could not put certain 
conditions to the loan, that is, withhold it until the U.N., of which 
the World Bank is in arm, was assured of free access to the canal to 
all nations, is in my mind not a valid argument. 

Were there not conditions attached to the Sudan loan which you 
mentioned here, as well as with regard to the India-Pakistan water 
resources treaty ? 

I think that the World Bank’s answer, Mr. Secretary, is a weak one. 

We missed a golden opportunity, through our representation on 
the Bank, to hold up approval of this loan until this matter in the 
Suez was resolved. The time to have been firm was before the loan, 
not after. Because of this Mr. Nasser has been even more defiant than 
ever. 

So, while I favor the principles of this legislation, it is highly 
laudable, and no one can deny that, but I am afraid of situations that 
could be against our Nation’s own interest, and the best interests of 
the free world, unless certain safeguards as referred to by the gentle- 
man from New York, Mr. Multer, at previous hearings of this com- 
mittee, and here today, are considered and adopted by this committee. 

Mr. Secretary, I wanted to make this point of strong principle 
before we take action on this legislation. 

Mr. Ditton. Mr. Halpern, I would like to make just one point, 
if I may. 

Certainly one point about this canal situation is this: We must 
realize that there were, and there are in the world, alternative sources 
of financing to the World Bank, and alternative sources of financing 
which we would not be particularly happy to see used. And certainly 
the holding up of this loan last winter would not have, in our opinion, 
had any effect whatsoever in forcing the United Arab Republic to 
settle the problem of transit through the canal, which is a complicated 
legal es the way we feel it should be settled. In fact, it would 
probably have assured that it would never be settled that way, and 
the funds would have been made available from other sources. ~ 

Leaving that aside, I think it is clear—the IDA is a very complex 
arrangement which has been signed by some 68 countries, after a 
period of some 15 months of negotiation, 4 of which were very in- 
tensive among the Executive Directors of the Bank—and if there 
should be anything done which reopens the fundamental charter, or 
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which would require the consent of the 68 other countries involved 
and for any change they would all have to agree, I think that 
as a practical matter this organization would probably never come 
into existence and we would miss the opportunity of getting this 
coordinated effort of the free world to help. 

On the other hand, anything like an expression of opinion, ex- 
pression of direction to the American representative on this Bank 
as to how he should act in specific cases, that would probably be an 
entirely different matter, because that is something for us to decide, 
and the American representative does, after all, hold, in the voting 
in this Bank, a very important position. 

Mr. Haurern. Well, Mr. Secretary, I appreciate your response. 

I still beg to differ with you on the reasoning behind the World 
Bank loan. And the one question that still is in my mind is, what 
was so important for us—when | say “for us” in this instance, I refer 
to our participation in the World Bank—to approve this loan to the 
UAR? 

I realize that it is probably a sound economic investment, but I 
think the overall morality and justice involved is far more important 
to this country and to the free world. 

Mr. Seence. Mr. Widnall. 

Mr. Wipnaww. Mr. Chairman, I don’t have any questions to ask 
Mr. Dillon, but as a fellow New Jersian I want to join in welcoming 
him before this committee and thank him for his very fine statement 
on behalf of this legislation. 

Mr. Duaon. Thank you, Mr. Widnall. 

Mr. Mutrer. Just one thing more, Mr. Chairman, if I may. 

Mr. Secretary, I don’t think that it is sound economic or banking 
pometrte to say that the World Bank, or to infer that the World 

ank should have made this loan tothe United Arab Republic because 
if it didn’t Communist Russia might have made the loan. Because 
the fact is that during all of these last few years, and at this very 
moment, Communist war materiel, armaments, tanks, jet planes, and 
training officers, have been in the United Arab Republic, and are 
at this very moment, and Communist-trained armies are lined up on 
the borders of Syria, alongside of Israel, and of Egypt alongside of 
Israel, so we haven’t kept the Russians out of there at all. They 
are there with their armaments. 

All we have done is given money to the UAR, thus releasing their 
other funds for warlike efforts. 

Mr. Dron. I didn’t mean to convey, Mr. Multer, that this loan 
was made by the World Bank because otherwise the Soviets might 
have made the loan. All I did was to point out, in answer to a state- 
ment by Mr. Halpern, that this wouldn’t have been a very effective 
use of pressure, the withholding of this loan, to force the United 
Arab Republic to agree immediately to let Israeli cargoes and ships 
pass through the canal so as to get this loan. 

That is all I meant. 

Mr. Harpren. Mr. Chairman, just one further comment, to ela- 
borate one step further on the comments of my distinguished colleague 
from New York: 

I think the point he was making here is the fact that by granting 


this loan to the UAR, it has given Mr. Nasser much more available 
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money for the purchase of military equipment and arms from Russia, 
which he is doing on a large scale. This has been helped consider- 
ably by enhancing the economy at this particular time in that nation. 

Mr. Tnsen, I don’t really think that is the case, because I think that 
in the first place the purchases of arms had taken place primarily 
before this ute: was granted. But secondly, if this loan had not 
been made available to them, one of two things would have happened : 

Either the Egyptians would not have gone ahead with this project, 
which would have left them with just as much funds available for 
arms, or they would have gotten the funds for this project elsewhere, 
and they would have been in the same situation they are in now, 

I don’t think it can be said that the making of this loan made it 
possible for Egypt or the United Arab Republic to buy additional 
arms from the Soviet Union. 

Mr. Hatpern. I still think indirectly it has. But what was so 
important, Mr. Secretary, for this loan to have been made by the 
World Bank, and what makes it all the more significant, with our 
participation ? 

Mr. eg The reason for this was it had been under study for a 
long time. It had been worked out in detail over a period of more 
than a year. The widening and deepening of the canal is of great 
interest to all maritime nations, of which the United States and the 
nations of Western Europe are an important part, and therefore 
carrying out this economic and useful project was important. It was 
unfortunate that the conclusion of these negotiations happened to 
come at a time when there was a political problem or crisis involving 
the stopping of these two ships. We quite recognize that. We 
would have much preferred if it had come at some other time. 

Mr. Haurern. Well, I still repeat, I just want to leave you with 
this note: I don’t think this matter can be purely dismissed as a polit- 
ical one. To me, and I am sure to many of the members of this com- 
mittee and Members of this House, this is a matter of morality and 
justice, and I still think we missed a golden opportunity, prior to the 
granting of this loan, to have resolved that situation in Suez. 

Mr. Spence. Mr. Dillon, the only question that is submitted to the 
Congress is the participation in the International Development As- 
sociation, under the agreements which have been arrived at by 68 
nations. Isn’t that true? 

Mr. Ditx0on. That is correct, Mr. Chairman. 

Mr. Spence. And any change in that would require resubmission 
of that question to the 68 nations, a reaffirmation of the amended ar- 
ticles of agreement, and the submission of it to the legislative bodies 
of each of the states. Is that correct? 

Mr. Ditton. That is correct. 

Mr. Spence. Now, if we want to acquire leadership, we have to 
take expeditious action, haven’t we? 

Mr. Ditton. Yes, Mr. Chairman. 

Mr. Spence. However much anyone would like to oppose one con- 
tract, don’t you think the many benefits that would accrue would 
outweigh that one consideration ? 

Mr. Ditton. Far outweigh it, Mr. Chairman. 

Mr. Spence. And wouldn’t everybody, if this organization does 
work as we hope it will operate, to increase productivity and estab- 
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lish sound economies, in underdeveloped nations, don’t you think 
the shippers and everybody else engaged in mercantile and financial 
transactions throughout the world, within the scope of those activities, 
will benefit ? 

Mr. Ditton. They certainly will. 

Mr. Spence. So it is essential we should have expeditious action, 
is it not? 

Mr. Drtton. Yes, Mr. Chairman, I think it is very, very essential. 

Mr. Spence. I sometimes think that people here don’t know what 
“underdeveloped country” means, abroad. We have no conception 
of the poverty and the hopelessness and the despair of those people, 
and the filth in which they live, the unsanitary conditions. Is that 
correct / 

Mr. Ditton. Unless you have seen it with your own eyes, it is a 
very difficult thing to realize. 

Mr. Spence. It is inconceivable to a man who lives in a free coun- 
try, where opportunity is open for all, to have any conception of the 
conditions that exist there. 

And are not those nations, those sore spots, prolific in producing 
disagreements between nations ? 

Mr. Ditton. That is the great problem that will face us in the com- 
ing years. These people know that they can live better, that there 
is no reason for them indefinitely staying in this standard of life, 
this poverty, this despair; they desire to improve their condition. 
And if they have no hope of doing it in freedom, which they want to 
do, they will try any other way to improve their standards. And 
that would be very unfortunate for the free world. 

Mr. Spence. And that is the reason many of the religious organiza- 
tions want to file statements in this hearing. 

Mr. Ditton. I would not be surprised. I would think that would 
be the reason, yes, sir. 

Mr. Spence. Are there further questions ? 

Mr. Brown. Mr. Dillon, I want to congratulate you on your state- 
ment and to say that I know Mr. Black, President of the World 
Bank, quite well. He is an outstanding citizen of my State and 
has the respect of everyone who knows him. He is the son of the 
late Honorable Eugene Black, who was Chairman of the Board of 
Governors of the Federal Reserve for many years. 

Mr. Ditton. Yes, sir. Thank you. 

Mr. Mutter. Mr. Chairman, I cannot let this matter close without 
saying that I, too, and I am sure Mr. Halpern also, agree with your 
sentiments with reference to helping the rest of the world. d 

The point he and I have been trying to make is that if we are 
simply going to feed the bellies of the world and give up our moral 
leadership, we are merely going to confirm the Communist statement 
they make so often, that all we are interested in are the material 
= of the world. 

e are interested in more than that. We are interested in moral 
leadership, and I think we have it and should maintain it. If in 
order to maintain that moral leadership of the world we must delay 
action on this for a few months, let’s do it. I think we can agree 
upon proper restrictions which will point out that we are interested 
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in the morality of these situations without delaying the implementa- 
tion of this plan. 

Mr. Spence. It is the morality of the situation that I spoke of. 

Mr. Dillon, if there are no further questions, you may retire. And 
I thank you very much for the fine statement you have made, and I 
am sure the committee appreciate it. 

Mr. Ditton. Thank you, Mr, Chairman. 

Thank you, gentlemen. 

Mr. Spence. Our next witness is Mr. Thomas Coughran. 

Mr. Coughran represents the largest bank in the United States, the 
Bank of America. 

You have testified here before this committee, and we have always 
received your testimony with the consideration it deserves. 

We are very glad to have you testify here again, Mr. Coughran. 


STATEMENT OF TOM B. COUGHRAN, EXECUTIVE VICE PRESIDENT, 
BANK OF AMERICA, NEW YORK 


Mr. Covenran. Thank you very much, Mr. Chairman. 

I am happy to appear efor this committee in support of H.R. 
11001, which would authorize the United States to accept membership 
in the International Development Association. 

The United States has abe the lead in proposing the Association, 
and it is now incumbent upon us to authorize the President to accept 
membership and to ania for the initial subscription called for by 
the articles of agreement. 

I believe the Association represents the most feasible approach to 
multilateral financing of economic development on flexible terms, and 
I believe it is important that other economically advanced countries 
be encouraged to participate with us in this multilateral organization. 

There is no need for me to repeat all the principal features of the 
IDA articles, which have already been given to you. I shall there- 
fore try to touch upon those aspects of the matter which are of special 
interest to me as a banker. Because of the active interest I have al- 

ays had in agricultural questions, I shall also touch on the relation- 
ship of this institution to some of our agricultural programs. 

First and foremost, I believe there is an important area of financ- 
ing which can be undertaken in the less developed areas which is not 
suitable for loans on conventional terms. There is a real shortage of 
savings throughout the world, relative to the demands for loan capital. 
This is necessarily reflected in interest rates. 

The International Bank must compete with all the other demands 
upon the money market when it raises money by selling its bonds. To 
its costs of borrowing must be added the margin for reserves and ex- 

nses so that the Bank must now charge 61/4 percent to its regular 

orrowers. 

In international lending there is a further factor which does not 
have to be considered when we make loans within the United States. 
In addition to the pure credit standing of the borrower, we must con- 
sider the ability of a foreign country to earn and set aside foreign 
exchange to service foreign loans. 

Particularly when the borrower is a foreign government, the 
crucial test is likely to be, from the point of view of both the lender 


53108—60——7 











Y4 INTERNATIONAL DEVELOPMENT ASSOCIATION ACT 


and the borrower, the wisdom of obligating part of limited foreign 
exchange receipts to service a particular loan. 

We do expect, however, the International Bank to continue its lend- 
ing through conventional loans on a substantial or increasing scale. 

However, as a matter of national policy the United States has been 
making further efforts to recognize the special problems of borrowers 
in the less developed areas. To a greater extent than in the eco- 
nomically advanced countries, these countries encounter difficulties in 
building up foreign exchange receipts and in retaining adequate 
margins of reserves. 

There is much controversy as to why this is true and what can and 
should be done about it. Probably the condition can, in the last anal- 
ysis, only be remedied by a stern and effective determination to avoid 
inflation, to expand exports, and to live within the exchange avail- 
abilities of the country, with a minimum of arbitrary and rapidly 
shifting exchange and trade restrictions. There are some important 
examples of countries which are making brave and determined efforts 
to do this. 

Our approach has been to extend a helping hand, through budgetary 
assessments upon ourselves, to provide additional financing to the less 
developed areas of the free world on more flexible terms. Among 
other reasons, we hope that this will encourage these areas to be more 
economically independent and to become stronger members of our free 
society. 

The essential characteristic of the IDA is to make that approach, 
which has been a national policy, now an international policy. Ina 
concrete way it introduces the principle of budgetary provision by 
the other economically advanced countries to an association that will 
provide flexible development financing on a broad and general basis 
to the less developed areas. 

It seems to me that we have made a good beginning, in setting up 
a scale of subscriptions which calls for $320 million from the United 
States as against $440 million from 16 other advanced countries, all 
of which will be fully convertible. 

I recognize that we are continuing, and will be continuing, sub- 
stantial programs of our own, but I believe an important step has 
been taken in establishing the principle of budgetary contributions by 
other countries, and that we should be gratified to have come this far. 

As a banker, I welcome the initiative of the United States in pro- 
posing and urging this new institution. I also share most definitel 
the general view that the time has come for these other rapidly ad- 
vancing and financially strong countries to assume their rightful place 
alongside the United States in this joint undertaking. They can well 
afford to do so, particularly since many of them have themselves so 
recently reaped the benefits of external financing by the United States. 

A second aspect of the Association, which is naturally of special 
concern to a banker, is the terms of loans and their management. The 
fact that the institution will be a very close affiliate of the Interna- 
tional Bank, and will be headed by the President of the Bank, is a 
major factor in our evaluation of its potential. 

e International Bank has won the confidence of bankers through- 
out the world. We can safely entrust to it the admittedly delicate 
task of yp mcceny J an international lending activity which will make 
loans on flexible terms. 
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I have served as the U.S. Director in the institution and know from 
firsthand experience how well it is run. 

We all know that in administering a loan fund of this character, 
more complex considerations must be taken into account than in con- 
ventional soos This is particularly true if loans are made which are 
payable entirely in the currency of the borrower, and do not impose 
any charge upon foreign exchange receipts of the country, at least for 
a long time to come. 

Nevertheless, we cannot disregard the essential factor of selectivity 
and high development priority in the operations of the Association, 

and I am glad to see that these considerations are underlined in the 
articles of agreement. 

Two essential factors become important with such loans. First, 
since the resources of the Association are necessarily limited, they 
need to be used in a way which will make the best possible contribu- 
tion to development. 

We do not escape the basic shortage of capital in the world by 
providing a limited supplement to other available capital resources 
through a budgetary charge. 

Secondly, a special caution needs to be exercised that flexible loans 
are not utilized where it would be appropriate to provide funds 
through the regular conventional loans of the Bank or through private 
capital investment. 

This is a difficult operation, but I believe the structure of the Inter- 
national Bank is ideally suited to chart a practical, safe, and con- 
structive course through these difficult waters, and I believe it was 
wise that, on the whole, the articles of agreement have left a con- 
siderable range of flexibility to the Association to evolve lending 
policies. 

There is a further safeguard in the necessity of replenishing the 
funds of the Association from time to time. The searching eyes of 
the member governments and their finance ministers will be upon the 
performance of the IDA, and when the time comes for replenishment, 
the record of the institution will be subject to close and discriminating 
scrutiny. 

We cannot expect perfection, but I believe we can confidently expect 
that an IDA will be a valuable adjunct to the International Bank 
and a source of real and enduring assistance to the less developed 
areas, and a much welcomed participation by other countries in the 
joint effort we are making toward the progess of the free world. 

One of the aspects of IDA is of special interest to the agricultural 
community. Provision is made for the transfer to IDA, by agree- 
ment with the foreign country concerned, of some portion of foreign 
currency accruing under US. Public Law 480. 

The effect of this is to make available to the combined IBRD-IDA 
operation resources in national currencies which can be used to pro- 
mote development where these national currencies are to be spent. 

At the present time we utilize something like one-half of the 
proceeds of our Public Law 480 sales for loans for economic develop- 
ment, largely in the country in which the currency is acquired. e 
use these currencies through our national agencies, and on the whole 


the countries have been well pleased with the administration of our 
program. 
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In the international field there is also frequently a need for local 
currencies to finance local labor and material costs of important 
projects. It is not always easy to find the local financing which 
provides these currencies. 

The articles of agreement of IDA, therefore, permit us to au- 
thorize some of our national currencies to supply the IDA with re- 
sources in these national currencies to facilitate the carrying forward 
of IDA project. 

I believe this provision will offer us additional flexibility in utiliz- 
ing the sales proceeds of our Public Law 480 transactions through a 
multilateral institution, where that is jointly regarded as desirable by 
the United States and the country concerned. 

The IDA has been developed carefully and thoughtfully since the 
United States took the first steps in the matter. It is a product of 
men devoted to free economic institutions. It introduces a new prin- 
ciple in international economic cooperation which can be adapted and 
expanded according to the desires of its membership, the requirements 
of the time, and as warranted by its own experience and its accom- 
plishments. 

I endorse the legislation and hope that it will meet with the ap- 
proval of the Congress. 

Mr. Spence. Are there any questions of Mr. Coughran? 

(No response. ) 

Mr. Spence. If there are no questions, you may stand aside, Mr. 
Coughran. We are very pleased to have your fine statement, and I 
know the committee will consider it very carefully. 

Mr. Coucuran. Thank you, Mr. Chairman. 

Mr. Spence. The next witness is Mr. Neidlinger of the Interna- 
tional Chamber of Commerce. 


STATEMENT OF LLOYD K. NEIDLINGER, EXECUTIVE DIRECTOR, 
UNITED STATES COUNCIL OF THE INTERNATIONAL CHAMBER 
OF COMMERCE 


Mr. Newurncer. Mr. Chairman, I am Lloyd Neidlinger, executive 
director of the United States Council, International Chamber of 
Commerce. 

This testimony is submitted on behalf of that organization, which 
is an association of business enterprises in the United States which 
subscribes to the proposition that the expansion of international trade 
and the stimulation of private enterprise are the means by which con- 
tinuous economic growth and prosperity can best be secured. 

The International Chamber of Commerce, with which the United 
States Council is affiliated, is a federation of similar autonomous busi- 
ness associations in 41 countries which cooperate in the study of inter- 
national economic problems and in the search for practical means to 
resolve them. 

The problem of mobilizing the large amounts of capital required to 
finance the economic development of the vast and heavily populated 
areas of the world where living standards are dangerously low has 
been under continuous study by the United States Council and the 
International Chamber of Commerce. We recognize it as a critical 
problem. 
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Confirmed in its belief that mobilization of private investment 
capital is essential to the solution of this problem, the United States 
Council nevertheless recognizes that facilities and services essential to 
industrial development must be established before private investments 
become feasible in many localities. 

The United States Council’s standing committee on foreign invest- 
ment and economic development is charged with examining the plans 
put forward by governments to mobilize and allocate public funds for 
this purpose. 

This committee is composed of American business executives whose 
specialized training and experience in international finance is com- 
prehensive. It has examined the draft articles of agreement of the 
International Development Association with great care and ques- 
tioned officials of the Treasury Department in respect to provisions 
subject to interpretation. 

This committee considered not only the substantial benefits which 
might result from the creation of the International Development 
Association, but also the risks and costs. 

The danger that the establishment of this new governmental lend- 
ing machinery would compete with private financial institutions and 
retard the establishment of conditions favorable to the flow of private 
investments by offering an alternative source of development capital 
was carefully considered. 

The provisions of article V(c) and the close association of the IDA 
management with that of the International Bank for Reconstruction 
and Development were found to provide adequate protection against 
this danger. 

The possibility that the functions the IDA is designed to perform 
could be discharged by enlarging the resources and powers of existing 
governmental lending agencies was examined. The committee con- 
cluded that this was not a desirable alternative. 

One of the chief merits of the IDA proposal in our eyes is the fact 
that it will stimulate greater participation by countries other than 
the United States of America in the financing of development assist- 
ance. Its international character will permit the IDA to insist that 
borrowers adopt sound economic policies without its being charged 
with attempting political domination, dictation, or imperialism. 

The provisions of the articles of agreement that provide for admin- 
istration of the IDA by the officers and directors of the World Bank 
are accepted by the United States Council as satisfactory assurance 
that its affairs will be subject to the sound management of able and 
resourceful men. We welcome also the economies this arrangement 
will permit. 

The United States Council recognizes that in many of the countries 
where living standards are intolerably low the prospect of accumulat- 
ing needed capital locally or of attracting foreign investments will 
remain negligible until substantial expenditures are made to estab- 
lish public facilities that all types of industries require. 

These nations must be assisted in their effort to gain this elementary 
stage of modern economic development. The assistance must come 
from the industrialized free nations of the Western World or from 
the Communist bloc. 
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The risks and the cost of not making that assistance available on 
acceptable terms is far greater, in our opinion, than any danger that 
can arise from the establishment and operation of the International 
Development Association as planned. 

It has been in the light of these conclusions that the United States 
Council of the International Chamber of Commerce, acting upon the 
recommendation of its committee on foreign investment and economic 
development, approved by its executive committee, has decided to ad- 
vocate and support leeieaion that is required to establish the IDA 
and provide for full membership and participation of the Government 
of the United States. 

We urge this committee to sponsor the necessary legislation. 

Mr. Srence. What is the membership of the International Cham- 
ber of Commerce ? 

Mr. Nerurncer. The international chamber is established now in 
42 countries. In each country there is an association of businessmen 
similar to the United States Council. In most cases they are called 
the National Committee of the United Kingdom, the National Com- 
mittee of France. In the case of Canada and ourselves, it is the Ca- 
nadian Council and the United States Council. 

Each of these associations is autonomous in deciding its policies. 
Where they can agree upon policy, then there is an international reso- 
lution or action taken. 

Mr. Spence. And you speak for that committee in the United 
States? 

Mr. Neruincer. I speak for the United States Council, yes. 

The international chamber has not at present taken a position on 
the IDA, but it has sent all of the instruments to its national com- 
mittees and urged them to take such action as they consider appro- 
priate. 

Mr. Spence. Are there any questions? 

Mr. Motrter. I have no questions. 

Mr. Wipna.t. [ have no questions, Mr. Chairman. 

Mr. Srence. If there are no questions, you may stand aside, Mr. 
Neidlinger. We are very glad to have your views, and we thank you 
very much for coming here. 

Mr. Newuincer. Thank you, Mr. Chairman. 

Mr. Sprence. That concludes the hearings on this legislation, and 
the committee will adjourn, to recovene at the call of the chair. 

(The following statements and letters have been submitted to the 
subcommittee :) 
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STATEMENT OF NATIONAL FARMERS UNION 


National Farmers Union favors the passage of H.R. 11001, a bill to provide 
for the participation of the United States in the International Development 
Association. We base this view largely on two considerations. 

The first consideration is that there is a serious gap in the existing arrange- 
ments for the supply of capital to the less-developed countries of the free 
world which an International Development Association, properly organized and 
administered, could go far to fill. This gap concerns the provision of capital 
greatly needed for carrying out essential public works—e.g., schools, hospitals, 
roads, irrigation projects—which are nonbankable in the usual sense of the 
term. Neither the International Bank for Reconstruction and Development nor 
its subsidiary, the International Finance Corporation, are authorized to make 
loans for such nonself liquidating projects. But, unless such public works are 
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provided as a foundation for national economies in less-developed countries, the 
time, effort, and money now being spent, through U.S. national programs as well 
as multilateral programs, to provide technical assistance and loans for self- 
liquidating projects, cannot be fully effective. And thus the establishment of 
such national economies on self-sustaining bases—a matter of urgent concern 
to the United States and the rest of the free world—will be indefinitely delayed. 

The second consideration is that, as things stand now, the United States, 
through its own national programs and contributions to multilateral programs, 
is paying far too large a proportion of the cost of aiding the economic develop- 
ment of the less-developed countries. There should be greater contributions on 
the part of other industrialized nations of the free world; and the establishment 
of an International Development Association should help to bring this about. 

But while favoring, in principle, an International Development Association 
and, therefore, the passage of H.R. 11001, National Farmers Union wishes to 
state emphatically for the record that the establishment of one more interna- 
tional agency, no matter how important its proposed functions may be, will 
not be enough to achieve a reasonably rapid improvement in the economic posi- 
tions, both relative and absolute, of the less-developed nations of the free world. 
What is needed above all is a strengthening of purpose and a coordination of 
policy at the highest levels—legislative as well as executive—in the governments 
of the industrial nations of the West. 

National Farmers Union is, therefore, greatly interested in the proposal, 
initiated by the Government of the United States, for the establishment of a 
new organization for economic cooperation consisting of 18 nations of Western 
Europe plus Canada and the United States. The primary aim of such an or- 
ganization should be to develop and coordinate policies designed to ensure full 
employment of the growing populations in the Atlantic Community at ever-ris- 
ing levels of living, and the production of sufficient goods, including agricultural 
products, to provide for the needs within the Community, and to share with less- 
developed nations of the free world in their economic rehabilitation and 
development. 

With such an organization of Atlantic nations functioning effectively at the 
highest political levels, it would be reasonable to expect that an International 
Development Association, together with other multinational agencies already 
in existence, could make a decisive contribution to the economic development of 
the less-developed countries and, thus, to the cause of peace and freedom in the 
world. 


AMERICAN FARM BUREAU FEDERATION, 


Washington, D.C., March 21, 1960. 
Congressman BRENT SPENCE, 


Chairman, Banking and Currency Committee, 
House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN SPENCE: Attached are three copies of a statement of the 
American Farm Bureau Federation in regard to H.R. 11001, authorization for 
U.S. participation in the International Development Association. 

Although the committee’s schedule did not permit the presentation of this 
statement at public hearing, we would greatly appreciate it and respectfully re- 
quest that the statement be made a part of the record of the hearings for H.R. 
11001. 

Very truly yours, 


HERBERT FE. Harris, IT, 
Assistant Legislative Director. 


STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION, PRESENTED BY HERBERT 
E. Harris II, ASSIstaNT LEGISLATIVE DIRECTOR 


The American Farm Bureau Federation appreciates this opportunity to present 
its views with regard to U.S. participation in the International Development 
Association, The IDA originated as a U.S. proposal made to the Board of Gover- 
nors of the World Bank. Under this proposal all the members of the World 
Bank—but chiefly the 17 most economically advanced countries—would contri- 
bute $1 billion to a fund which would be administered in conjunction with the 
World Bank to make loans for economic development to underdeveloped countries. 
The terms of the loans could allow longer maturity and lower interest rates than 
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the type of loans now being made by the World Bank. The IDA articles specify 
that it will not provide financing when it is available from private sources on 
reasonable terms for the recipient or could be provided by a loan of the type made 
by the World Bank. 

Farm Bureau is a free independent, nongovernmental, voluntary organization 
of 1,602,117 farm and ranch families in 49 States and Puerto Rico. 

Farm Bureau policies continue to recognize the need for international coopera- 
tion and the necessity for the United States to maintain its leadership in the 
pursuit of lasting peace. We believe that the United States should continue to 
stand ready to support needed constructive assistance to nations of the free 
world. 

We feel that one of the paramount factors that will give strength to the free 
world is a high-level, mutually advantageous trade. We have given strong sup- 
port to the reciprocal trade agreements program and continue our firm belief 
that two-way mutually advantageous trade is preferable to unilateral transfers 
by the United States through grants or excessively long term “easy” credit. 

A sound international trade program should be the keystone in America’s 
foreign policy. Today our trade program is seriously threatened by our present 
balance-of-payment position. It is imperative that constructive steps be taken 
iimmediately to correct this situation. 

For over a decade, the United States has contributed vast amounts of military 
equipment, capital investment, and technical assistance to nations throughout 
the free world. The rehabilitation of Western Europe and the common defense 
against communism required the expenditure of large amounts of human and 
economic resources. The economic resurgence of many nations that formerly 
were recipients of our aid makes mandatory a comprehensive revision of 
programs designed to assist other free nations. 

Last December the voting delegates of our member State organizations 
adopted the following Farm Bureau policies for 1960: 

“We should continue to stand ready to support constructive assistance to 
less developed nations that show a willingness and a desire to use such assist- 
ance properly. 

“However, the economic resurgence of many nations that were formerly 
recipients of our aid makes mandatory a comprehensive revision of our mutual 
security program. These nations should now assume a greater share of the 
burden of the defense and development of the free world. This will make 
possible a substantial decrease in the financial contribution required of the 
United States.” 

While Farm Bureau recognizes America’s responsibility in the free world, 
we reject the proposition that the United States can or should assume total 
responsibility for the defense and development of the whole free world. 

It has become apparent that it is time for other industrialized nations of 
the free world to assume a greater share of the burden of economic develop- 
ment. They have earned the right to participate more fully in the fight against 
communism and the struggle for development. We should not deny them 
this opportunity. 

° U.S. FISCAL POLICY 


It is necessary that the United States adopt and maintain domestic policies 
which will keep our country economically strong and financially sound. This 
is important not only to our own country’s future, but also to our position 
as the leader of the free world. We have a duty—and it is a serious obliga- 
tion—to set an example to less developed countries that we have the ability 
and courage to manage our own fiscal affairs. The fight against inflation 
requires the reduction of Federal Government expenditures. 

Farm Bureau supports U.S. participation in the International Development 
Association to the extent that this institution is implemented as a means to 
permit and encourage other economically advanced countries to share the burden 
of development of the free world. It should not be used as a device to in- 
crease the burden on the United States or to enlarge the amount of public 
funds provided by the United States for economic aid. 

Of course, this support also is conditioned on the assumption that IDA will 
be operated in accordance with its articles of agreement and will not be used 
when financing is available from private sources or from public “bankable 
loan” institutions. 
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BALANCE OF PAYMENTS 
As indicated above, the present balance of payment situation has serious 


implications to our foreign trade policy. The following table shows the 
balance-of-payment position. 


Balance of payments 


[Billions of dollars] 

















| 1956 1957 1958 
Dollars paid by other countries to United States for: 
Goods and services United States sold to other countries 
(including income from investments) -..........-.---.-- 23. 5 26. 4 23. 1 
Other exchange earnings -___._- x SAS |) aE te RE 1.2 1. 3 .4 
A ee NE CAINE oc itn nosis 0s patnaentiioewst ens | 24.7 27.7 7 23.5 





In 1958 we earned $4.2 billion less than in 1957; $1.2 billion less than in 1956. 


[Billions of dollars] 




















1956 1957 1958 
Dollars paid to other countries for: 
Goods and services sold to the United States_........_.--- 17.5 18.3 18.0 
Private investment. -_..............-- ae 3.0 3.2 2.9 
Military expenditures overseas 2.9 3.1 3.4 
es ee 2.3 2.6 2.6 
pee See ee ee Oe 25. 7 27.2 26.9 














In 1958 we spent $300 million less than in 1957; $1.2 billion more than 1956. 

The result, a gold or dollar outflow of $3.4 billion in 1958 compared to an 
inflow of $500 million in 1957 and an outflow of $1 billion in 1956. 

Although complete figures are not available for 1959, present information indi- 
cates a gold or dollar outflow for the first three quarters of $3.1 billion. The 
total outflow for the year appears to have been approximately $4 billion. 

It is obvious that immediate steps must be taken to correct this deficit. Farm 
Bureau firmly believes that the sound, long-range, solution lies in expanded “‘dol- 
lar exports’—not in trade restrictions. This means that U.S. industry and agri- 
culture must keep costs under control and prices competitive. It also means 
that the United States must insist that other countries promptly remove discrim- 
inations against imports of U.S. products. These discriminatory restrictions were 
originally instituted by other countries when they had balance of payment 
difficulties. For the most part this is no longer a valid justification and, under 
the trade agreements program and the General Agreements on Tariff and Trade, 
these countries have the obligation to remove the restrictions. 

It is true that some progress has been made in this regard. However, there 
still remains numerous discriminatory restrictions against American exports. 
American agriculture especially has been placed at a serious disadvantage be- 
cause of this situation. Unless more progress is made toward the goal of ex- 
panded U.S. exports, trade restrictions may very possibly win their fight to wreck 
American’s trade agreements programs. Indeed, their success is almost assured 
unless we take prompt action to bring our international payments into better 
balance. 

Expanded exports constitute a long-range program which cannot be achieved 
if at the same time the United States is applying greater import restrictions. 

This means that immediate action must be taken to reduce our dollar outflow. 

Farm Bureau believes that this necessitates that other economically advanced 
countries assume more of the burden of the defense and development of the free 
world. This will make possible a reduction in the “dollars” expended by the 


United States and will contribute toward the solution of our balance of payments 
problem. 
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FUNDS AVAILABLE FOR ECONOMIC DEVELOPMENT 


In recent months, numerous additional sources of credit have been established 
for underdeveloped countries. Farm Bureau supported the increase in the 
U.S. quota to the International Monetary Fund of $1,344 million. This brought 
the U.S. share to $4,125 million. We supported the increase in the U.S. subscrip- 
tion to the World Bank from $3,175 million to $6,350 million. In 1955 we sup- 
ported the establishment of the International Finance Corporation with an 
available capital of $100 million. 

We believe these institutions provide important sources of credit to the 
countries of the free world. Farm Bureau has given vigorous support to the 
Export-Import Bank. The Bank is now authorized to have loans and guarantees 
outstanding at any one time of $7 billion. 

During the last session, Congress authorized U.S. participation in the Inter- 
American Development Bank which was established to provide credit facilities 
of $1 billion to Latin American countries. We understand that this is to 
be increased by $500 million in 1962. The United States is authorized to con- 
tribute $450 million toward this institution. The total U.S. contributions to 
these institutions amounts to $17,960 million. In addition, the U.S. Congress has 
to date appropriated $1,400 million, for the Development Loan Fund. 

There is a limit to the amount of capital funds the U.S. Government can 
provide to other countries. Many believe that limit has already been reached. 
The administration is now proposing the Internation] Development Association 
which is designed to provide initially $1 billion for easy-term economic develop- 
ment loans. The United States will be expected to provide $320,290,000 toward 
this institution when fully established, approximately $73,666,700 the first year. 

We understand that the purpose of this institution is to provide a mechanism 
through which other industrialized countries can share the burden of providing 
funds for economic development to underdeveloped countries. If this is the 
purpose, then it stands to reason that the Development Loan Fund—the present 
U.S. program for easy-term credit—should be reduced at least to the extent that 
the United States contributes to the International Development Association. 

Therefore, Farm Bureau recommends that authorization for U.S. participation 
in IDA should be made only with the firm understanding that the present level 
of appropriation for the Development Loan Fund will be reduced by the amount 
of the apprporiation necessary to fulfill the U.S. contribution to IDA. To 
illustrate: IDA will increase the available easy-term credit for underdeveloped 
countries by $1 billion, approximately $230 million the first year. The U.S. 
share of the total will be $320 million. Appropriations of about $74 million will 
be requested in fiscal year 1961. Fiscal year 1960 appropriation for the Devel- 
opment Loan Fund amounted to $550 million. If this was reduced to $476 mil- 
lion in fiscal year 1961, the United States would be maintaining its current level 
of providing funds for economic development and there would be at the same time 
a net increase of $156 million easy-term credit available to underdeveloped 
countries. 

WORLD BANK 


IDA as proposed would be an affiliate of the World Bank, administered in 
large part by the Bank’s officers and staff. 

The World Bank has established an excellent record for careful fiscal manage- 
ment and sound constructive use of funds. It has lent money to countries only 
under terms and conditions which made it realistic to expect repayment as pre- 
scribed. This has induced a fiscal discipline in some countries which in turn 
contributed substantially towards that country’s economic development. Under- 
developed nations need a great deal more than the capital that can be provided 
through public funds. Private investment is essential. It is as unfair as it is 
unsound to indicate to such countries that loans for economic development will be 
provided regardless of the economic policies which these countries maintain. 
These international institutions are efforts to help countries help themselves. 
The capital should be provided under conditions and terms which induce countries 
to develop programs and adopt policies which are economically sound and which 
in the long run will contribute substantially to their development. 

Easy-term credit can be a service to a country only when it is used as a 
means of making additional financing available through private investment or 
through established bankable loan institutions. Easy-term loans are an expedi- 
ent and must be administered with caution and prudence. Otherwise, a dis- 
service may be done to the recipient. If these principles are not applied to the 
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IDA, the sound constructive policies of the World Bank will not be maintained 
and this institution will be torn from the sound operating basis which has re- 
sulted in its past success. 

PUBLIC LAW 480 


It has been proposed that part of the foreign currency acquired under Public 
Law 480 be turned over to IDA. 

Under title I of Public Law 480, The Agricultural Trade Development and 
Assistance Act, the United States has sold for foreign currency tremendous 
quantities of agricultural surpluses. There is over $2,574 million in foreign 
currency accumulated under this program that have been designated for economic 
aid. There is additional authorization for Public Law 480 which will generate 
more foreign Currency which can be used for economic development. 

There is presently no barrier for using such foreign currencies on projects 
which are partially financed by the World Bank or other bankable loans institu- 
tions. Indeed, we feel certain that there are many instances where this has been 
done. We do not see the necessity to turn such foreign currencies over to the 
IDA. Farm Bureau recommends that the United States maintain the control it 
now exercises over the disbursements of foreign currencies generated under 
Public Law 480. 


AMERICAN MERCHANT MARINE INSTITUTE, INC., 
Washington, D.C., March 16, 1960. 
Hon. BRENT SPENCE, 
Chairman, Banking and Currency Committee, 
U.S. House of Representatives, 
Washington, D.C. 


Dear Mr. SPENCE: H.R. 11001, now before your committee, is a bill to provide 
for the participation of the United States in the International Development As- 
sociation. The Association is a proposed billion dollar international lending 
organization which would operate as an affiliate of the International Bank for 
Reconstruction and Development. ‘There is one aspect of this proposed organiza- 
tion, as discussed below, which we believe to be detrimental to the best interests 
of the United States. This aspect has not, to our knowledge, been analyzed or 
faced up to in any of the deliberations which have preceded the proposals now 
before Congress. For this reason we believe that careful consideration is indi- 
eated. 

The objective of the proposed international lending association is to furnish a 
medium for providing developmental loans on terms which are more flexible than 
conventional loans available through the International Bank. It is, in effect, an 
international copy of our Development Loan Fund, and bears much the same 
relationship to the objectives and programs of the International Bank as does 
our Development Loan Fund to the objectives and programs of our International 
Cooperation Administration. We, of course, are in sympathy with such ob- 
jectives. 

The concept underlying an international approach to the financing of assist- 
ance for underdeveloped countries is a laudable one. We find that certain of 
those countries which the United States has helped to regain their own feet are 
now able to join with us in helping others. This is also reflected in other for- 
eign assistance proposals such as the billion-dollar Indus Basin project con- 
tained in pending mutual security legislation. Such proposals create a picture 
that the burden of underwriting foreign assistance will now be shared. How- 
ever, in the process of distributing this burden the funds which the United 
States would otherwise be administering in its own name would be relinquished 
for administration by an international association in lieu of the controls and 
procedures established by Congress for mutual security programs. Moreover, 
at least for the present, it would not appear that these international programs 
will result in any material lessening of the total outlay of funds required by 
the United States for foreign assistance overall. Thus, it may well be found 
that the primary accomplishment is the transfer to an international entity of the 
administration and control of U.S. foreign assistance funds. Whether the 
method of administration by such international entity is in the best interests of 
the United States is the question at hand. 

This then is our concern. Under our bilateral mutual security programs 
U.S. labor and industry have benefited along with the recipient nations. During 
the early stages of our mutual security endeavors almost all procurement was 
obtained from the United States. The favorable condition has dwindled steadily 
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until at present less than half of our mutual security expenditures result in 
procurement from the United States. It is a well known fact that this has had 
its effect on our balance of payments, and that in recent months it has been nec- 
essary to take administrative steps to slow down the almost 100 percent offshore 
procurement which was taking place under the development loan programs. 
Since this situation has developed under conditions where the United States 
has had control over its own assistance funds, we feel sure our concern can be 
readily understood that, lacking some direction from Congress over the use of 
U.S. funds contributed for international lending, there will be little or no pro- 
curement from the United States. 

An examination of the “Articles of Agreement” of the International Develop 
ment Association reveals that any U.S. control over the use of U.S. funds is not 
only not intended, but it is specifically precluded. The United States, which 
would be contributing 32 percent of the capitalization of the Association, and 
over 40 percent of the total contribution of all participants in unrestricted funds, 
is asked to make all of its contribution in unrestricted funds. On the other hand, 
those nations which are making token contributions for the purpose of sharing 
in the benefits of the Association may place restrictions on the use of their funds 
up to 90 percent of their contribution. Moreover, article V(f) of the agreement, 
concerning the use of resources, provides as follows: 

“(f) The Association shall impose no conditions that the proceeds of its finan- 
cing shall be spent in the territories of any particular member or members. 
The foregoing shall not preclude the Association from complying with any re- 
strictions on the use of funds imposed in accordance with the provisions of these 
Articles, including restrictions attached to supplementary resources pursuant to 
agreement between the Association and the contributor.” 

The above recognizes the restrictions which may be put on the use of funds 
by small contributors, but prohibits the imposition of conditions by the United 
States and some others. 

The U.S. shipping industry, together with its thousands of personnel, has been 
one of the many U.S. industries which has benefited from our mutual security 
programs. As a related aspect of these programs the Congress has provided that 
50 percent of the commodities or materials procured with Government assist- 
ance funds shall be moved overseas by U.S.-flag commercial vessels. There will 
be little or no such opportunity for U.S.-flag ships to participate in the programs 
of the International Development Association as presently conceived. We will, 
in fact, be hit two ways. First, the relinquishment of all control to the interna- 
tional Association will mean less overall procurement from the United States; 
and second, we will lose the reasonable participation (which Congress has as- 
sured to us) in the ocean transportation of such reduced procurement as may be 
made from the United States, even though such procurement is made with U.S. 
contributed funds. 

The above considerations reflect a very serious problem, and we would urge 
that every effort be made to develop some protection for U.S. industry and labor 
affected. We are not opposed to the concept of multilateral assistance as such. 
We do believe, however, that some method must be developed whereunder a 
reasonable proportion of the financial outgo for such multilateral programs can 
be kept under the control and direction of the United States, and utilized in 
accordance with policies adopted by the United States for its own foreign 
assistance programs. 

Sincerely yours, 


INTERNATIONAL DEVELOPMENT ASSOCIATION ACT 


ALVIN SHAPIRO. 


P.S.—It is requested that this letter be included in the record of this legis- 
lation. A. 8. 


NATIONAL COUNCIL OF FARMER COOPERATIVES, 
Washington, D.C., March 16, 1960. 
Re H.R. 11001. 


Hon. Brent SPENCE, 
Chairman, Subcommittee No. 1, House Banking and Currency Committee, 
Washington, D.C. 

Dear Mr. SPeNcE: The National Council of Farmer Cooperatives, which is 
composed of approximately 5,000 farmer cooperative business organizations en- 
gaged in marketing farm products and producing farm production supplies, 
desires to support the principles contained in H.R. 11001 relating to the estab- 
lishment of the International Development Association. 
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The farmers of this country have a very great stake in the improvement 
of economic conditions in underdeveloped countries. It is our belief that con- 
structive effcrts to bring about better balanced economies in such countries and 
the development of sound methods by which their citizens eventually may ap- 
proach the level of purchasing power found in the more developed areas is good 
not only for them but for the rest of the world as well. 

As one reason for our support we have become somewhat concerned that con- 
tinued accumulation of soft currencies under the Public Law 480 program may 
lead to an unused surplus of those currencies which can, in some respects, 
become almost ‘as embarrassing as the continued accumulation of unneeded 
surplus commodities. We hope we can avoid both types of accumulation and 
we are pleased to see that one of the stated objectives of the proposed Inter- 
national Development Association is to provide the means for greater utiliza- 
tion of such currencies. 

We also are pleased to note that the underdeveloped countries, as well as the 
more developed areas, will be participants in important ways in the financing 
and constructive operation of the Association, and that it will be under the 
management of the International Bank, which has proven its capability in the 
field of financing worthwhile projects in underdeveloped areas. We think that 
one byproduct of the participation by such countries is that the accelerated use 
of many soft currencies may well be a strong contributing factor to increasing 
convertibility and acceptance. 

We have on many occasions laid great emphasis upon our belief that maxi- 
mum use must be made of private investment capital in underdeveloped areas 
and we are pleased to see that the Association has as one of its objectives 
supplementing and facilitating such private investment. It would be our hope 
that the loan program could be directed toward the development of those basic 
facilities in underdeveloped areas which in themselves would not attract private 
investment but which would greatly facilitate the use of such investment for 
corollary purposes. 

There has been much interest from time to time in a number of countries, 
and among certain groups in this country, for development of such organiza- 
tions as SUNFED within the United Nations. We have consistently and vig- 
orously opposed such an approach and will continue to do so on the basic 
grounds that economic development in the underdeveloped areas can best be 
achieved through the utilization of know-how by people trained in business, 
finance, and economics rather than by those most greatly influenced by political 
considerations of an international nature. We would hope that, while the Inter- 
national Development Association might be brought into an area of cooperation 
with applicable United Nations agencies, every care should be taken to see 
that its active management and control remains with the International Bank 
and that its objectives remain economic rather than political. 

It will be greatly appreciated if our views as stated above may be incorporated 
in the hearing record of your committee. 

Sincerely, 


Homer L. BRINKLEY, 
Evrecutive Vice President. 


NATIONAL GRANGE, 
Washington, D.C., March 16, 1960. 
Re: Grange support in principle of H.R. 11001 
Hon. BRENT SPENCE, 
Chairman, Subcommittee No. 1, House Banking and Currency Committee, 
Washington, D.C. 

DEAR Mr. CHAIRMAN: The National Grange supports in principle H.R. 11001, 
which provides for U.S. membership in the proposed International Development 
Association. The IDA will be an affiliate of the International Bank. This 
bank, we believe, has made an impressive global record in the furtherance of 
the economic development of many countries. The resources of the Interna- 
tional Bank have been applied skillfully, with the view toward improving the 
economic base of the borrowing country. In addition, Bank technicians provide 
valuable services to these countries in connection with specific development 
problems and also in the consideration of broad economic questions. 

It is our opinion that the Bank is achieving these results in a manner con- 
sistent with the best interests of the United States. The importance of 
U.S. participation and leadership, too, in the International Bank is widely 
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recognized and gives proof to the genuine interest within this country in work- 
ing with all free peoples cooperatively for economic advancement and mutual 
well-being. 

The strength of the free world depends in a very real way on the balanced 
growth of mutually advantageous international trade and private investment. 
The achievement of this growth requires the constant attention of all countries. 
Primary reliance must be placed upon private enterprise which produces the 
soundest and most enduring benefits for all. It is in the self-interest of the 
economically strong nations that they support and assist the less developed 
countries of the free world. The International Bank, which brings together 
68 nations in every stage of development and from all regions, is a primary hub 
around which the countries of the free world work together to promote economic 
growth and development. The Bank does not compete with private capital. 
It devotes its resources to projects which open the way for more private oppor- 
tunities. It relies primarily upon the private capital markets for its own re- 
sources and in this way serves to increase the effective amount of private capi- 
tal available to the less developed countries. 

The International Development Association, meanwhile, under the terms of 
its articles of agreement, may make its resources available only when private 
capital is not available on reasonable terms, and in addition, only when financing 
could not be provided by a loan of the type made by the Bank itself. 

The proposal for an International Development Association grew out of the 
recognition that credit needs for sound development cannot in certain significant 
cases be met by the International Bank. The Bank has the experience and the 
technical know-how to do more in this field, but its resources can be made avail- 
able only on terms related to private capital market terms. A need was seen, 
therefore, for a new institutional arrangement, financially separate from the 
International Bank but governed by the same officers and served by the same 
staff. Broad international acceptance of the proposal grew, and the detailed 
arrangements have been set forth in the articles of agreement of the IDA. 

Essential to the success of the proposal is the readiness of the other industrial- 
ized nations of the free world to provide an important and equitable portion 
of the resources of the IDA. These resources will be provided from government 
budgets. The negotiations which have been completed so successfully demon- 
strate that the burden which the United States has borne almost alone is now 
to be taken up in part by others. We hope that this new and responsible ac- 
tion through the IDA will mark only the beginning. 

The National Grange has in the past made clear its belief that the achieve- 
ment of a nation’s own aspirations is basically its own responsibility. Assist- 
ance in achieving economic progress, if it is to be effective and if genuine re- 
sults are to be obtained, should be dependent upon a firm desire and determina- 
tion by the recipient nation to help itself within the limits of its capabilities 
This concept is well embodied in the IDA proposal. All member countries will 
subscribe to its initial resources. The economically less developed members 
have subscriptions totaling about $237 million, 10 percent of which will be in 
the form of gold or convertible currencies and 90 percent in their own national 
currencies. The convertible currency portion will be made available to the 
IDA on the same basis as the total subscriptions of the economically stronger 
members: for use in connection with IDA projects in any member territory. 
The national currency portion of the subscriptions of less developed members 
may be used by the IDA for the purchase of goods and services for development 
projects within the subscribing member’s country, and, with the agreement of 
the subscribing member, for projects in other countries. The principle of self- 
help is, therefore, an essential feature of the IDA. 

American farm producers recognize the importance of the sale of agricultural 
commodities for foreign currencies under Public Law 480. The more effectively 
such foreign currencies are used, the greater will be the effectiveness of the 
Public Law 480 program, and the greater the benefit to the United States. In 
this connection the National Grange has urged that still greater use of such 
currencies be made directly for market development programs for the benefit of 
American agriculture. More broadly, however, we believe that the careful use of 
these currencies through an international institution for the promotion of 
economic development in many fields of endeavor will result in higher world 
trade and in higher consumption generally. The provision in the IDA articles 
which will permit the United States to make some of these currencies available 
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as supplementary resources is consistent with the objectives of the Public Law 
480 program. IDA thus represents an additional outlet for such currencies as 
are allocated for economic development purposes. The use by IDA of these 
currencies will help conserve its hard currency resources which is, of course, of 
direct importance to the United States as well as to other member countries. 

The IDA, through its ability to make its resources available on flexible terms, 
will be able to work with countries in especially critical financial positions which 
have heretofore been able to obtain little, if any, international financing. In 
addition, IDA will be enabled to provide an important margin of assistance to 
its members whose foreign indebtedness weighs especially heavy, or who need 
special assistance for development projects which might not themselves quickly 
yield monetary returns, but which provide opportunities for important produc- 
tive enterprises. Its close affiliation with the International Bank provides ade- 
quate assurance that the resources of IDA will complement those of the Inter- 
national Bank. This affiliation will also permit the two institutions to undertake 
joint operations. 

We believe the IDA will be an effective new institution which will meet needs 
of the most pressing character in the less developed areas. IDA is imaginative 
in concept, and is well suited to demonstrate the confidence of the economically 
stronger nations of the free world in the capabilities of the weaker nations and 
to demonstrate our continued sympathy with and support for their aspirations. 
The objectives and purposes of the IDA are fully consistent with our own foreign 
economic policies. These policies are and must always be founded on the con- 
viction that individual initiative within a framework of free institutions will best 
serve society. The IDA will provide greater opportunities to less developed 
areas for economic advancement based on these principles. U.S. leadership in 
the IDA will further emphasize our awareness of their needs. 

For these and other reasons, the Grange urges you and the members of your 
committee to recommend to the Congress that it approve the idea of the Inter- 
national Development Association along the lines spelled out in H.R. 11001. 

Respectfully yours, 
Herscnet D. Newsom, Master. 


NATIONAL COUNCIL OF THE CHURCHES OF CHRIST IN THE U.S.A., 
DEPARTMENT OF INTERNATIONAL AFFAIRS, 
New York, N.Y., March 21, 1960. 
The COMMITTEE ON BANKING AND CURRENCY, 
Care of Hon. Brent Spence, Chairman, 
House of Representatives, Washington, D.C. 

GENTLEMEN: This letter is for the record in your committee’s hearings on the 
proposal for the International Development Association. 

This statement has been authorized by the responsible officers of the National 
Council of Churches and is based upon the official policies and practices of the 
council. 

In presenting statements to Government agencies, the National Council of 
Churches never presumes to speak for each of the 33 constituent denominations 
nor for each of their more than 38 million members. We do present official posi- 
tions adopted by the general board or the general assembly, which are its policy- 
making bodies. These positions are arrived at through careful study and delib- 
eration by the official representatives of the constituent denominations. 

The National Council of Churches does not seek to express its approval or 
disapproval of specific congressional bills. It presents the principles expressed 
in its official statements of policy which are most relevant to specific proposals. 

The position of the National Council of Churches on issues involved in the 
proposal for the International Development Association are as follows (princi- 
ples of special relevance are underlined for this presentation) : 

“As Christians we feel compelled to give our special support to the further 
development of foreign economic policies of the United States which will reflect 
our interest in man’s welfare in other countries as well as our own. We believe 
that constructive policies of international aid and trade are essential to the cre- 
ation of conditions of peace with justice and freedom. 

“The natural wealth of the world and the capacity to transform raw materials 
into desirable goods are not evenly distributed among nations, Our own country 
is richly endowed and highly developed. Some countries may be able to produce 
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many commodities efficiently but have shortages in other essentials. Still other 
lands have such a low level of production that most of their citizens live in 
poverty, disease and illiteracy. These nations are all in our world and their peo- 
ple are all in God’s concern, As Christians, we cannot help but be distressed by 
human misery and misfortune wherever it may be, and seek appropriate ways 
by private and public means to promote the welfare of our fellowmen. 
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“We recognize that trade alone will not enable underdeveloped countries to 
realize their potentialities for economic growth and social progress including 
freedom. Both private and public aid, in the form of technical cooperation and 
capital, is indispensable. Assistance on long-time capital loans on favorable 
terms and capital grants, on a more limited basis, will be needed over a long 
period of time to enable such areas to establish their own economies and their 
place in the world market. Greater use should be made of international agen- 
cies, such as the United Nations and regional organizations. Technical and eco- 
nomic aid, while related to other parts of foreign policy, should not be primarily 
for political and military considerations, but for the purpose of helping people to 
meet economic and social needs and opportunities.” 

The above excerpts from “International Aid and.Trade,” a statement of policy 
adopted by the general assembly of the National Council of the Churches of 
Christ in the U.S.A. December 1-6, 1957. That was the last meeting of our 
general assembly which meets triennially. Subsequent votes of the general board 
and authorized activities of our department of international affairs in both edu- 
cation and action have carried forward this general position. 

At the present time, our cooperating churches are conducting a nationwide 
program of education and action for peace across the 50 States of our land, 
and one of the major emphases is on world economic development, dealing with 
the specifics of mutual aid and trade. There has been much discussion in this 
program, under the aegis of the department of international affairs, of the pro- 
posal for the International Development Association and firsthand observers 
report that the reaction has been universally favorable to such an undertaking 
after the matter has been clearly presented and fully discussed. It is our convic- 
tion that through and following this program there will be increasing support 
among the people of our churches for improved, expanded programs for world 
economic development including various kinds of constructive mutual aid and 
trade. 

We trust that this statement of official positions, of some of our educational 
work in this field, and of firsthand observations among our constituency across 
the United States will be of value to your committee in its important delibera- 
tions and action on the proposed International Development Association. 

Sincerely yours, 
KENNETH L. MAXWELL, 
Executive Director. 


NATIONAL COUNCIL OF THE CHURCHES OF CHRIST IN THE U.S.A., 
UNITED CHURCH WOMEN, 
New York, N.Y., March 21, 1960. 
Congressman BRENT SPENCE, 
Chairman, House Banking and Currency Committee, 
House of Representatives Office Building, 
Washington, D.C. 

Dear Sir: In view of the fact that hearings are being held on H.R. 11001 pro- 
viding for U.S. participation in the International Development Association, I 
would like to bring to your attention a resolution which was adopted recently 
by the administrative committee of the United Church Women. 

United Church Women, a general department of the National Council of the 
Churches of Christ in the U.S.A., has 2,300 local and State councils made up of 
women representing the 33 affiliated denominations. 

The Christian World Relations Advisory Committee, after study of the pro- 
posed International Development Association, recommended support for U.S. 
participation. The administrative committee, made up of our national lead- 
ers, at their meeting on February 3, 1960, adopted the following resolution : 

“Remembering that United Church Women has repeatedly endorsed programs 
timed toward economic development, 
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“Noting the new emphasis on cooperative responsibility among the industrial- 
ized countries in carrying forward new programs to promote economic develop- 
ment, 

“The advisory committee asks the administrative committee to endorse the 
ratification by the Senate of the International Development Association as part 
of this new planning, 

“To take note of this changing emphasis to a long-term attack on poverty 
through assistance to promote economic growth in the low-income areas of the 
non-Communist world, 

“And to urge local councils to help create the public opinion to shift from 
an attitude of philanthropy to one of sharing and widespread understanding 
of the need for greatly increased assistance in cooperation with other countries 
to meet human need in the developing areas of the world.” 

United Church Women, over a period of years, has studied the problems of the 
less developed areas, has published a pamphlet and a leaflet on this subject, 
and has made available through the pages of its monthly magazine many articles 
on related questions. An article on the International Development Association 
appears in the magazine which is now in the hands of 35,000 local chairmen and 
officers. 

The above resolution is in line with action which has been taken by United 
Church Women consistently in support of measures to promote economic growth. 

I believe that the resolution adopted by the administrative committee of 
United Church Women fairly interprets the informed opinion of women in the 
churches affiliated with the local councils in every State. It is hoped that sup- 
port of the International Development Association by the House Banking and 
Currency Committee will be forthcoming and that every effort will be made 
for the speedy adoption of H.R. 11001. 

Thanking you for the consideration of the position expressed in the resolution 
adopted by the administrative committee of the United Church Women, I am, 

Sincerely yours, 
EstHer W. HyMer, 
Director, Christian World Relations. 


Pactric AMERICAN STEAMSHIP ASSOCIATION, 
San Francisco, Calif., March 22, 1960. 


Re H.R. 11001: International Development Association. 


Hon. BRENT SPENCE, 
Chairman, Committee on Banking and Currency, 
House of Representatives, Washington, D.C. 

DEAR Mr. SPENCE: As spokesman for the Pacific Coast American-flag steamship 
industry, I write to alert you and your colleagues on the Banking and Currency 
Committee to the need for some measure of continued participation of U.S.-flag 
vessels in the cargo generated through the medium of the International Develop- 
ment Association. 

Mr. Alvin Shapiro, vice president of the American Merchant Marine Institute, 
wrote you in similar vein on March 16 and we subscribe to his analysis of the 
situation. 

It goes without saying that as the United States shifts its foreign aid pro- 
grams into multinational schemes, of which the International Development As- 
sociation is only one, that the purchasing of cargo and the routing of cargoes 
is one step removed from control of our own Government. It seems to us that 
this type of “hands off” policy as regards country of purchase and control of 
cargo routings is detrimental to the best interest of the United States. The 
industry that I represent and a host of other industries are deeply affected by 
the loss of control over our foreign aid programs. We would urge that every 
effort be made to preserve some measure of U.S. participation in the purchasing 
and routing of cargoes that might be generated under this new scheme. 

If possible, I would like to have this letter inserted into the record on H.R. 
11001. 

Very truly yours, 
RaAcpH B. DEWEY. 
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THE UNITED CHRISTIAN MISSIONARY SOCIETY, 
Indianapolis, Ind., March 18, 1960. 
Hon. BRENT SPENCE, 
Chairman, House Banking and Currency Committee, House Office Building, 
Washington, D.C. 


Deak Mr. Spence: I understand that your committee is presently consider- 
ing legislation which would permit U.S. participation in the International De- 
velopment Association. The principles upon which IDA is promulgated have 
frequently been endorsed by the International Convention of Christian Churches 
(Disciples of Christ). Therefore, we write to support in principle an organiza- 
tion such as IDA. 

IDA would do several things in the field of international economic develop- 
ment that seem to us desirable. First of all, it provides long-term, low-interest 
loans to the underdeveloped areas of the world. Secondly, the multilateral 
nature of the program appeals to us. The participation of all of the countries 
associated with the World Bank in IDA will make it possible to give badly 
needed assistance without some of the cold war complications that are inherent 
in bilateral foreign aid program. 

In 1954 our international convention meeting in Miami passed a resolution 
containing the following statement on world economic development : 

“1. We recommend to the U.S. Government that it maintain and strengthen 
the original idea of technical assistance carried out apart from defense measures 
and department and that such a program be conceived as a long-term effort 
rather than as an emergency measure. 

“2. We strongly favor the multilateral technical assistance program of the 
United Nations and urge our Government to provide it with increasingly finan- 
cial support.” 

Our convention meeting in St. Louis in 1958 said on the subject of world 
economic development : 

“World economic development.—The economic development of underprivileged 
areas is one of the ways in which poverty may be lessened in the world. Techni- 
cal assistance programs which aid in lifting levels of technological skill may 
be of real help in improving the life of the people of the underdeveloped areas. 
Capital funds in the form of grants or loans are often needed to realize the 
greatest benefit from economic development programs. In many instances 
multilateral programs of economic assistance are to be preferred over bilateral 
arrangements. There is certainly no general rule at this point, however. Two 
things which seem certain—economic assistance programs should be separated 
from military aid and development programs; and that assistance should be 
granted with only such stipulations attached as are designed to see to it that 
assista‘ace reaches people who are actually in need, rather than political fortune 
hunters. The use of such economic programs as diplomatic weapons is to be 
deplored.” 

In closing we would like to urge your most serious consideration of U.S. parti- 
cipation in the International Development Association. 


Cordially, 
Rosert A. FANGMEIER, 


National Director, Christian Citizenship. 


WoMEN’S INTERNATIONAL LEAGUE FOR PEACE AND FREEDOM, 
Washington, D.C., March 18, 1960. 

Hon. BRENT SPENCE, 
House Committee on Banking and Currency, 
House Office Building, Washington, D.C. 

Dear Mr. Spence: The Women’s International League for Peace and Free- 
dom wishes to file the enclosed statement in the record of the hearings on the 
participation of the United States in the International Development Association. 


Sincerely yours, 
Mrs. ANNALEE STEWART, 


Legislative Secretary. 
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STATEMENT OF THE WOMEN’S INTERNATIONAL LEAGUE FOR PEACE AND FREEDOM 
In Support or H.R. 11001, To PROVIDE FOR THE PARTICIPATION OF THE UNITED 
STATES IN THE INTERNATIONAL DEVELOPMENT ASSOCIATION 


The U.S. section of the Women’s International League for Peace and Freedom 
supports H.R. 11001, providing for participation of the United States in the 
International Development Association. Our support is based on our belief 
that participation in the economic growth of the less-developed countries is a 
tangible expression of humanitarian ideals and is in the interest of our country’s 
own continued economic growth. For these reasons we are happy to see 
opened this avenue of aid which is more nearly free from political implications 
than bilateral aid can be, and which helps to satisfy the need for development 
loans on more flexible terms than are provided by other international institu- 
tions. We note also that the absence of “buy American” restrictions on the 
initial subscriptions will enable this agency to contribute to a healthier inter- 
national trade situation. The close affiliation with the International Bank for 
Reconstruction and Development should enable the Association to impose con- 
ditions of sound economic policy in connection witth its loans, without danger 
that these conditions will be misinterpreted as “political strings.” 

We have one important reservation concerning the International Develop- 
ment Association. This is the limitation of membership to the so-called free 
world nations, a fact not practically guaranteed by certain provisions of the 
Articles of Agreement and emphasized by the President and the National Ad- 
visory Council in their introduction of the Articles of Agreement. We regret 
that, at a time when urgent efforts are being made to end the cold war in the 
military field, it should be built into an important international economic insti- 
tution. That most of the participating countries would have preferred a world 
body rather than a “free world” body is shown by the overwhelming vote for a 
United Nations Capital Development Fund at the last session of the U.N. 
General Assembly (63 for and 12 abstaining). We understand the desire of 
the major capital exporting nations to have a greater voice in the Association 
than they would have had in the U.N. Fund, but regret that the door should 
be closed in advance to the Russian bloc. 

We are pleased to note that the Articles of Agreement make no mention of 
an ideological limitation of memberships and that the expected membership 
embraces democratic governments and authoritarian governments of the right 
and left, as well as many politically undeveloped countries not yet enjoying the 
attributes we associate with a free society. We think this is proper because it 
is our belief, based on recent history, that economic development itself will pre- 
pare the way for, and generate, social forces compelling governments to grant 
wider participation in government and greater individual freedom of choice. 
Many scholars and research groups have pointed to the desirability of treating 
economic development as a goal in its own right and not as a political weapon. 
The door should be kept open for the Soviet Union to join in this task if and 
when it is ready. Furthermore, we doubt that acceptance by the American peo- 
ple requires that an association of this kind be made to appear as a coalition 
of democratic nations. 

While calling attention to this serious defect in its structure, which we hope 
may be corrected, we nevertheless support U.S. participation in the International 
Development Association. 


(Whereupon, at 11:45 a.m., the subcommittee adjourned, to recon- 
vene at the call of the Chair. ) 
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